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THE GREAT HOPE HOAX 


It was just before closing time when a uniformed 
stalwart called at the bank. Pledging the cashier 
to secrecy, he reported that Police Headquarters 
had received a “‘tip-off’’ on an attempt to rob the 
bank that night. 

Noting the cashier’s alarm, the caller quickly 
reassured him. A detail, consisting of himself and 
three companions, had been assigned to stand 
guard with the bank’s two regular watchmen. 

Relieved, the cashier briefed the watchmen and 
left for home. The vigil started, and about 8 
o’clock one of the watchmen offered to fetch a 
bucket of beer. 

He had no sooner left than the “‘officers’’ showed 
their true colors. Swiftly overpowering the remain- 
ing watchman, they bound, gagged and tumbled 
him into a dark corner where his beer-bearing 
associate soon joined him with a badly bruised 
skull. 

A window was opened and a signal flashed. A 
confederate lurking nearby passed in a kit of bur- 
glar’s tools, and “Old Man Hope’s” gang of 
pseudo-police cracked open the vault — then 
faded into the night with $75,000 worth of cash 
and bonds. 
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Robbery of the 
Kensington 

National Bank, 
Philadelphia, Pa 
April 6, 1869 
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A masquerade like this probably would fail today, 
yet the warped minds of clever criminals still find 
ways to circumvent modern protective methods. Only 
well-organized and adequate insurance provides truly 
sure protection. 

Your tna representative is eminently well- 
qualified to assist you in planning such protection. 
Using the pioneer 4Etna Plan of Risk and Insur- 
ance Analysis, he can determine accurately the 
hazards to which your bank is exposed, fit policies 
exactly to your needs, and set up a continuing con- 
trol system to keep your program always up to date. 

In most cases, this 4Etna Plan service substan- 
tially improves a bank’s protection not only against 
burglary and robbery but also against embezzlement, 
liability, fire and many other risks. Why not inves- 
tigate its advantages today? 


AETNA Casualty AND SuRETY Company 


The tna Life Affiliated Companies write practically every form of insurance and bonding prot 
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SYMBOL OF A VANISHED ERA 
ere of the danger of wolves in the neighborhood, 


while Hampton was being built, the workmen were 
allowed to quit early each day in order to reach home 
before dark. This stately mansion near Baltimore was 
started in 1783 and was built by 
Charles Ridgely whose family had 
been early settlers in Maryland and 
had amassed wealth and won promi- 
nence in the colony. 

Fond of hunting and good-fellow- 
ship, the genial Charles differed sharp- 
ly from his domineering, intensely 

religious wife 
Rebecca. It was 
said she was the only living crea- 
ture he feared. As Hampton was 
the fulfillment of a long-cherished 
ambition, when it neared comple- 
tion, he proposed to hold a lavish 
housewarming which Rebecca vio- 
lently opposed. Her husband had 
his way but on the appointed eve- 
ning he and his friends waxed 


Charles Ridgely 


The Home, through its agents and 
brokers, is America’s leading 
insurance protector of American homes 
and the homes of American industry. 


merry at a stag party while Rebecca conducted a prayer 
meeting in another part of the house. 

In 1790, shortly after the housewarming, Ridgely died 
and, having no children, left the estate to his nephew 
Charles Carnan with the proviso that he assume the name 
Ridgely. Rebecca, who could have had Hampton for her 
lifetime, preferred to accept another 
dwelling. Charles Carnan Ridgely de- 
voted himself to developing the ter- 
raced gardens which became known 
for their beauty. Governor of Mary- 
land for three years, he was married, 
oddly enough, to Rebecca’s youngest 
sister. 

After remaining in the possession 
of the Ridgely family for more than 
a century and a half, Hampton was deeded to the nation 
in 1947. Under the custodianship of the Society for the 
Preservation of Maryland Antiquities it is operated for 
the National Park Service. At the time of the transfer a 
former Secretary of the Interior stated: “Few historic 
houses in the United States were built on such a magnifi- 
cent scale. Hampton represents the height of opulence 
in the period just after the Revolution and it has sur- 
vived intact.” 


* THE HOME* 
Susuronce Company 


Home Office: 59 Maiden Lane, New York 8, N.Y. 
FIRE AUTOMOBILE MARINE 


Rebecca Ridgely 


The Home Indemnity Company, an affiliate, writes Casualty Insurance, Fidelity and Surety Bonds 
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Just a 


Christmas 


Banxinc entrusted to its artists 
this year’s salute to the season of 
Goodwill. They performed, we think, 
very well indeed. 

First, there’s the unusual Christ- 
mas card cover by GRAHAM HUNTER. 
Then, on page 40, there’s the draw- 
ing of the checks that bought the 
presents that made folks happy. The 
verses were produced in this office, 
which is thus solely responsible for 
shortcomings in metre and the other 
frailties inexpert poets are heir to. 

The picture is by our old friend 
Dick ErIcSON. When Dick stopped 
in to talk over the idea he waxed 
so enthusiastic that he started re- 
citing “A Visit From St. Nicholas,” 
and was well into the middle ere he 
hesitated for a word. Then he hustled 
home to his drawing board. 

Mr. HUNTER was also an enthusi- 
astic collaborator. His product sug- 


gests that that is an understatement. - 


Mhnute 


Financial Public Relations 


Dear ED: 

Well, boy, to coin a phrase: I 
wish you were here—meaning at 
this Financial Public Relations As- 
sociation convention in Hollywood 
(Fla., not Cal.). But I’m going to 
take lots of notes which, if the type- 
writer stands up, will be reduced to 
highly perishable, though not inflam- 
mable, prose and shipped to you. 

This morning, as I sat on the top 
deck of the Hollywood Beach Hotel 
laying the keel (note the seaside’s 
effect on my vocabulary) of these 
memoirs, PRES REED, executive veep 
of this outfit, came along. He was 
attended by President HuGcH BErR- 
NARD of the Second National, Hous- 
ton, and by the man who, Dame 
Rumor hath it, will succeed Hugh 
as president,* namely, S. H. (Jim) 
CHELSTED of Peoples First National 


* Sure enough, he did! 
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“Isn’t this an awful thing to do to a 
bank guard?” 


Bank & Trust Company, Piittsburgh. 

Pres wanted to. know how come 
my hard labor on so beautiful a 
morning in so beautiful a place 
(advt.), and I told him I planned to 
report the convention for a guy who 
wouldn’t be here. 

“Why won’t he?” asked Pres, 
quick as a flash. (I detected a slight 
touch of professional disappoint- 
ment in this query.) 

Thinking the truth could do no 
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rockets through mailings 
The Inserting and Mailing Machine 
isn’t work-shy. It works for thousands 
of major mass-mailing companies 
who demand speed, accuracy and 
cash savings! You can count on it to 
get your material into the mail, 
whether it’s thousands or millions, 
fast and fumble-proof — with 
four-fifths of your costs slashed. 


The Inserting and Mailing Machine 
won’t make a single undetected error. 


JUST PRESS 
THE BUTTON 


AND WATCH IT 
BEECH-NUT 
ne Inserting 
PACKING COMPANY writes: and Mailing 


Machine does 

“The Inserting and Mailing Machine the work of 12 to 20 clerks. A single 

is in use by this company and - operator can complete 25,000 mailings 

giving us very good service. with 6 enclosures each, in 5 or 6 hours. 
By hand, it would take 96 hours. 


INSERTING & MAILING MACHINE CO. PHILLIPSBURG, NEW JERSEY 


GATHERS ENCLOSURES INSERTS INTO ENVELOPE SEALS ENVELOPE PRINTS POSTAGE INDICIA COUNTS & STACKS 


...in offices of Distinction... There will always Be a 


of Englane, 


THE WORLD'S MOST POPULAR CHAIR! 


Impressive dignity, warmth, and the ultimate in comfort characterize the 
Sikes “Bank of England” Chairs. They are appropriate wherever a business- 
like atmosphere of integrity and confidence is desired. Painstakingly wrought 
in the finest hardwoods, they feature smoothed-out contours, generous dimen- 
sions, rounded and broadened corners and edges. Available in a variety of 
matching finishes. Write for Folder S-2. 


The SIKES COMPANY, Inc., 24 Churchill Street, Buffalo 7, N. Y. 


Almost a Century of Master-Craftsmanship in Fine Furniture 


harm, and feeling that you wouldn't 
care, I said: “His wife is afraid of 

. .’ and nodded in the direction of 
some bathers (female) who were 
strutting down the beach. 

Well, the boys took a cautious but 
highly expert gander, and one (never 
mind which) wanted to know: 
“What bank are they with?” I said 
nothing. For one reason, I didn’t 
know; for another, I mildly resented 
the interruption to my own personal 
meditations and/or observations. So 
I just kept looking seaward. 

We didn’t succeed in identifying 
the gals,. but we did swap further 
pleasantries, and then Pres had a 
happy thought. Perhaps I may safely 
say it was an inspiration. He sug- 
gested that maybe BANKING would 
print what I wrote you, providing it 
emerged as a reasonable facsimile of 
the convention. 

So don’t be surprised if you see 
some sort of report preserved for 
posterity in 9-point Ideal News in 
the A.B.A. journal.** Don‘t worry, 
it will be carefully edited. BANKING, 
I hear, is particular. 

Meanwhile, I still wish you were 
here. 

JOE 


** Ed’s. note: Yes, there‘ll be a good 
story in the January issue. (Too late 
for December.) 


Effective Controls 


We begin this month a series of 
articles on bank fraud. The author 
is HENRY R. LICHT, cashier of The 
First National Bank of Clairton, 
Pennsylvania, who recently complet- 
ed a master’s thesis on this subject 
for the Graduate School of the Uni- 
versity of Pittsburgh. 

Mr. LICHT points out that “banks 
are too prone to depend upon ex- 

(CONTINUED ON PAGE 6) 


“Is it something like a frozen food 
locker?” 
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vere 
Mercantite Trust Company—a consolidation of the 
but 
vei former Mississippi Valley Trust Company and 
“a Mercantile-Commerce Bank and Trust Company—now 
sai 
dn’t offers greatly expanded facilities, lending capacity, capital 
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ying ) ; enlarged as a result of the consolidation. 
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UNION 
PACIFIC 
RAILROAD 


THE SEATTLE AREA... 


Seattle, gateway to Alaska and 
transpacific ports, offers a wealth 
of industrial opportunities. 


Thousands of acres are available in 
the metropolitan area for develop- 
ment of both heavy and light indus- 
try. Here are fuel and power re- 
sources, minerals, forest products, 
agriculture, favorable tax structure, 
and excellent transportation facili- 
ties, including the dependable 
freight and passenger service pro- 
vided by Union Pacific. 


Grand Coulee Dam 


SPOKANE 
LONGVIEW 
PORTLAND 


Seattle is one of the leading market 
areas of the nation, and has an 
abundant, productive labor supply, 
both skilled and unskilled. The cli- 
mate is moderate, living conditions 
excellent, with good recreational 
opportunities. 


Many of America’s largest con- 
cerns have established plants or 
branches in the Seattle area for 
manufacturing, distribution, ware- 
housing or other purposes. 


POCATELLO 


LOS ANGELES 


CHEYENNE 


DENVER KANSAS CITY 


(CONTINUED FROM PAGE 4) 
aminations by government author. 
ities to reveal irregularities which 
lead to the discovery of fraud.” Such 
reliance, he says, is “entirely un- 
founded because “uncovering fraud 
is purely incidental to the primary 
purpose of bank examinations.” He 
further contends that while outside 
audits are very important and neces- 
sary, effective internal control is the 
best remedy for bank embezzle- 
ments. In his BANKING articles he 
will set forth procedures designed to 
make control as effective as possible. 

At its recent New Orleans conven- 
tion, the National Association of 
Bank Auditors and Comptrollers, 
(as reported elsewhere in this issue) 
passed a resolution renewing its dec- 
laration of war on bank fraud and 
promising a continuation of the cam- 
paign for the adoption of “an audit 
program in every bank.” 


Lest You Forget 


Tue deadline for BANKING’sS Forum 
in Print, a friendly competition of 
bank advertising ideas, is December 
21. Numerous entries are at hand; 
we expect many more. 

It’s easy to enter the Forum: 

Choose not more than two ez- 
amples of your bank’s best advertis- 
ing ideas of 1951—newspaper, maga- 
zine, direct mail, lobby, window dis- 
plays, television or radio shows, etc. 
Mount each on separate panels 18 by 
24 inches, or assemble your material 
in a simple scrapbook. Then mail to 
William R. Kuhns, editor of BANK- 
ING, 12 East 36th Street, New York 
16, N. Y. Be sure to include a state- 
ment telling, in not more than 100 
words, the objectives of your pro- 
gram. 

Remember—if you send a scrap- 

(CONTINUED ON PAGE 11) 


“Now that you’ve deposited, pull up so 
I can withdraw” 


Choice sites served by Union Pacific trackage are also available at 
Portland, Spokane, Tacoma, Yakima, Walla Walla, Longview and 
other northwest points. Olympia and Aberdeen-Hoquiam also have 
large industrial possibilities. 


System-wide, Union Pacific's industrial plant opportunities include sites 
in these twelve states: CALIFORNIA, COLORADO, IDAHO, IOWA, KANSAS, 
MONTANA, NEBRASKA, NEVADA, OREGON, UTAH, WASHINGTON and 
WYOMING. 

For detailed, confidential information please write 


INDUSTRIAL PROPERTIES DEPARTMENT 
UNION PACIFIC RAILROAD, ROOM 191 
OMAHA 2, NEBRASKA 
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VICTOR CAN HELP YOU 


Increase Efficiency, Cut Costs! 


VICTOR CUSTOMS 
Available in 10-key or full keyboard. 
Total 999,999,999.99. Both models 
same size, weight and price. 


Movable Decimal Marker Speeds Calculation 


Exclusive with Victor. Point off decimal places by 
pre-setting the marker. Eliminate counting columns 
on tape. Speeds calculating, multiplication, division, 
addition, and subtraction of decimal equivalents. 


BEAUTIFULLY DESIGNED, ruggedly built Victor Customs add, sub- 

tract, multiply, divide, automatically compute credit balance. You 

can calculate with Victors. They cut operating costs by simplify- 

ing figure work and by saving you the extra cost of more expensive 
VICTOR CUSTOMS machines that need trained operators. 


Available in hand or electrically operated models with totaling 

DO ALL THESE FIGURING JOBS capacities of eleven or nine columns. There are 42 basic models 

FASTER, MORE ECONOMICALLY: in the Victor line, from the utility models to those specially built 

for specific business problems. Call the Victor Branch or Author- 

@ Invoice and remittance ized Dealer listed in your classified phone book . . . or mail coupon 
handling below for FREE booklet, “The Secret of Speed.” 


@ Collection and summary of 
gross premiums 


Figuring operating and 

budget ratios Victor Adding Machine Co., Dept. BM-1251 

Chicago 18, Illinois 

Preparing profit and loss Please send free literature on the complete Victor line 

statements 33 YEARS OF and free booklet, “The Secret of Speed,” showing 

QUALITY RECOGNITION how the new Victor Customs do many calculating 

e101 other figure problems THE WORLD OVER jobs as well as adding machine work. 

peculiar to your business 
NAME 


COMPANY NAME 


ADDRESS 


VICTOR ADDING MACHINE CO. 
Chicago 18, Illinois 


The World's Largest Exclusive 
Manufacturers of Adding Machines 
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ANCESTRY UNKNOWN... 


’ No one knows who first thought of gears as a means of transmitting power or motion . . . 
but without them modern civilization could not function. 


There would be no clocks, cars or calculators . . . industry would revert to hand 
production . . . transportation would go back to the horse and buggy . . . household 
chores would multiply . . . office managers would be seeking mathematical geniuses. 


FUTURE UNLIMITED... 


A gear never works alone. Only when properly meshed can it function efficiently. So, in 
industry, minds must mesh if progress is to result. Here, in America, engineers, 

inventors, machinists, toolmakers are geared for great advancement. And their point of 
contact is America’s all-seeing, all-hearing and reporting Inter-Communications System. 


THE AMERICAN INTER-COM SYSTEM... 


Complete communication is the function, the unique contribution of the American 
business press . . . a great group of specially edited magazines devoted to the specialized 
work areas of men who want to manage better, design better, manufacture better, 
research better, sell better. 


WHY WE HAPPEN TO KNOW... 


The McGraw-Hill business publications are a part of this American Inter-Com System. 


As publishers, we know the consuming insistence of editors on analyzing, interpreting 
and reporting worth-while ideas. 


As publishers, we know that advertisers use business magazines to feature the products 
and services which they offer in the interest of increased efficiency, and lower production 
costs. 


As publishers, we know that people subscribe to business publications to keep abreast of 
what’s new in their field and in industry as a whole. For the editorial pages tell “how” 
and the advertising pages tell ‘with what.” 


As publishers, we make the advertising pages of our business publications available for 
your communications with the people who make up your markets. 


McGRAW-HILL PUBLISHING COMPANY, INC. 


330 WEST 42nd STREET, NEW YORK 18, N. Y. ( ABP - ABC) 


a 
M-GRAW-H/LL 
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now under construction 


We are des ig ning and Construction of new quarters for the 
Exchange State Bank of Kansas City, Kansas, 


° ° has just begun. When complete, the 
buildin g 160 new Exchange State Bank will be the essence of 
operational efficiency as well as architectural 


Banking Quarters today projects underway 


let our special department 
help present your project 


... now is the time to start planning 


Current government regulations require that you 


your new quarters project! submit detailed specifications on every phase of 


your project. To relieve you of this responsibility, 
we've set up a special department in Washing- 


The fact that we are designing and building new quarters ne in naan paatecrbty 
for 160 banks proves that in many cases efficient, modern 
quarters are considered a necessity ... not a luxury. They are 
located throughout the nation. Large and small, they vary 
in style from colonial to contemporary modern. But they all B k B 0, F q 
have two important factors in common: They’re designed 
for peak operating efficiency, and to help increase your business! & ° 
If your present facilities are inadequate, or if they’re quipmint Corporcition 
not conducive to attracting and establishing new business... 
then now is the logical time to let us begin your new 
quarters project. Mail the coupon—today. 


OF AMERICA 


Mr. J. B. Gander, President 114 


Bamwk Building amd Corporation OF AMERICA 


9th & Sidney Sts., St. Louis, Mo. 
(date), we contemplate 
0 New Bldg. [) Modernized Bldg. [] New Fixtures [J Modernized Fixtures 


Without obligation please furnish complete information about your 
organization, its service, experience and projects you’ve completed. 


Headquarters: ST. LOUIS, 9th & Sidney Sts. + Offices in: NEW YORK, 103 Park Ave., N. Y. City *« ATLANTA, Western Union Bldg. 
10 


* SAN FRANCISCO, Mechanics Institute Bldg- 
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(CONTINUED FROM PAGE 6) 
pook, keep it simple. Elaborate pre- 
sentations won’t help your entry! 

The entries are judged by a board 
of experts and our Citation is 
awarded to the programs selected. 
Also, some of them will be chosen 
for publication in the March 1952 
issue of this magazine. 

There’s still time to enter, so...! 


A Reporter's Look at 
Some Bank Statements 


Feom JAMES H. PENICK, president 
of the Worthen Bank & Trust Com- 
pany of Little Rock, Arkansas, comes 
a chuckleful clipping. It’s from the 
Democrat whose MARVIN BALDING 
wrote a piece about the bank state- 
ments he’d seen in the paper. 

“They call these announcements 
statements of condition,’”’ he wrote, 
“but after hacking my way through 
them, I can’t decide whether the 
money houses are in excellent con- 
dition or just tolerably well off. It’s 
hard to imagine the bankers yelping 
with boyish enthusiasm over the 
maze of figures . . . but it’s entirely 
possible that they secretly feel such 
jubilance. 

“You can see at a glance that the 
banks are a friendly, chummy group 
—they’re all members of the Federal 
Reserve System and the Federal De- 
posit Insurance Corp. It isn’t easy 
to get into outfits like that if you’re 
not a bank, let me tell you. ... 

“All the banks have resources 
which they keep on one side of the 
fence, and liabilities, which they 
stake out on the other side. The re- 


“Guess who!” 


COLOMBIA 


Land of American Opportunity 


In the years ahead, few countries in South America will offer 
U. S. business such broad and vital trade opportunities as 
Colombia. All signs point to a substantial increase in Colombian 
travel — export and import trade — development of new indus- 
tries or expansion of existing local industries. 

\ Progressive U. S. banks and business organizations know these 
facts — are establishing correspondent relations in Latin Amer- 
ica, notably in Colombia. In increasing numbers they are taking 
advantage of the exceptional and complete banking facilities 
provided by this 39-year-old institution. 

With 25 offices, located in all important commercial centers, 
trade information is quickly gathered and forwarded to you. 
Special departments are available to handle your collections and 
letters of credit. 

Inquiries cordially invited. 


BANCO COMERCIAL ANTIOQUENO 


Established 1912 
Cable address for all offices —— Bancoquia 


General Manager: Antonio Derka 


Head Office: MEDELLIN, COLOMBIA, SOUTH AMERICA 


BRANCHES: Armenia (C), Barrancabermeja, Barranquilla (2), 

BOGOTA (3), Bucaramanga, Cali, Cartagena, Cartago, Cicuta, 

Girardot, Ibagué, Magangué, Manizales, Medellin (1), Monteria, Neiva, 

Palmira, Pasto, Pereira, Puerto Berrio, San Gil, Santa Marta, 
Sincelejo, Socorro, Vélez (8S). 


New York Representative—Henry Ludeke, 40 Exchange Place, New York 5, N. Y. 


That’s just to remind him 
WESTON BOND costs no more! 


For more than 80 years thename your letterheads and forms. Your 
WESTON has been the symbol of _ printer will gladly recommend and 
finest quality bond paper... yet use it. Made by Byron Weston 
you can easily afford WESTON Company, Dalton, Mass. Write for 
BOND, a rag content paper, for all sample book. Address Dept. BA. 
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When you think 
of Pittsburgh... 


AMERICA’S LARGEST 
INLAND RIVER PORT... 


Shirk of 
PEOPLES 


ANT 


Pittsburgh is the top-ranking 
inland river port in the nation . . . 
handling more freight tonnage 
than either the Suez or Panama 
Canals! 

Through its 139 terminals on 
the Allegheny, Monongahela and 
Ohio Rivers, flow much of the 
nation’s steel, coal and other vital 
materials. Along the Ohio and 
Missouri Rivers, through ports on 
the 12,000-mile Mississippi water- 
way system and on the Gulf... 
domestic and export shippers bring 
in raw materials . . . distribute 
finished products to world markets. 

Yes, the Port of Pittsburgh is a 
convenient link to raw materials 
and markets. And for your corre- 
spondent banking requirements in 


markable part of it is that they 
are about breaking even on this 
score, since the books are in balance. 

“Each bank has a few bucks in 
a fund called ‘Surplus,’ but this is 
listed as a liability instead of a re- 
source, so I’m confused again. .. . 


Little Girl, Big Idea 


Tums story is about a little girl 
and a big bank, and what happened 
thereafter. 

Nine-year-old MARGARET REID of 
Corona, New York, wrote to The 
Hanover Bank, New York City, re- 
questing “a little booklet on how 
your bank helps our city.” Her 
fourth grade was studying the home 
town, and any help would be ap- 
preciated. 

Frankly, Hanover was stumped: 
it didn’t have a booklet. But the 
public relations department prompt- 
ly sat down to produce one. The re- 
sult was a typewritten, illustrated 
10-page leaflet, in fourth grade 
language—you might call it a bank- 
ing primer—entitled “How The 
Hanover Bank Helps Our City.” 


The first topic is “We Make 
Change.” Others tell, in simple 
terms, how banks lend money, how 
they help provide the raw materials 
of commerce, protect the city’s 
wealth (safe deposit), take care of 
money left to children (personal 
trust), maintain the schools (taxes), 
keep little people warm and provide 
them with transportation (finane- 
ing), and so on. 

When the booklet was ready the 
bank sent Margaret a copy, with a 
very special letter. 

“We didn’t have a booklet about 
how our bank helps our city,” it 
said, “‘so we had one made—just for 
you. 

“Will you do us a favor? We'd 
like to know what school you attend 
and the name of your teacher. You 
see, maybe we can work out a way 
for you and your classmates to visit 
our bank and see first-hand how it 
helps our city. 

“We hope this booklet—which is 
the only one of its kind—will help 
you and your class to learn more 
about banks and what they do.” 

J. 


First page of the bank’s new primer 


HOW 


The Hanover Bank... 


If The Hanover Bank, 


| 

Our City 


and others, didn't 


make change -- who would? 


Just suppose Mother 


to buy a quart of milk. 


Goller bill. 
Now 
keeper doesn't have 


sends you to the store 


She gives you a 


suppose the setore- 


change of a dollar. He 
must either give you the 
milk and let you owe him 
25 cents, or refuse to 
sell you the milk. 

That doesn't happen 
very often, though, does it? 
we make change. 

So, by making change, our bank helps the 
city by helving you and the storekeeper to 

business going. 


Pittsburgh, think of Peoples First 
National. With an intimate knowl- 
edge of this metropolitan area, and 
complete facilities, we are in excel- 
lent position to serve your needs. 


PEOPLES FIRST 
NATIONAL 


BANK & TRUST COMPANY 
Correspondent Bank Department 
P. O. Box 506, Pittsburgh 30, Pa. 


Member Federal Deposit Insurance Corporation 


Member Bank Wire 


No. Because 
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WE MAKE CHANGE 
= 
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here are stars in the sky 


as well as thunder and lehtiuing 


or hidden by the clouds 


strength that will 


men of all ni 


CHRISTMAS 1 5 1 BANKERS TRUST COMPANY 
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| There is g dwill in the heart f men at Christmas. There’s a warm welcome fort 
| the neighbor— a deep desire fOr friendsh p between nations—a determinat to 
h e lastin peace »« ( loud cud aiong the hnorizo ometime Durding 
fetohtenine thunderhead Aneory voices thunder without reason—and threats ke 
lightning break and cra h Over the people’s heads ws \ et the eternal stars are 
| f Faith now dimmed 
there — stars of Hope, of Fa Love—now dimmed 
now breal ing thre ug! with a cl rity and bril 1ance and not be 
tone 
6 denied. »« May these stars be seen ind followed by the wis tions. 
May they light the p th to peace That is the Christmas prayer ot the people. 
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“STORAGE AREA” 
BLUES ? 


Take A ‘'Record’’ Doctor’s 
Advice And Try... 


SAFEVSTAK 
Steel Storage Files! 


e SAVES SPACE! 
e SPEEDS FINDING 100%! 
e LASTS A LIFETIME! 


Crowded areas get a new lease on 
life with Safe-T-Stak. With this file, you 
get 10-20 or even 30% more filing 
space in your present storage room. And, 
Safe-T-Stak’s “big file’ features speed 
finding and filing as well. Safe-T-Stak 
locks together side by side, top to 
bottom, as high and wide as you need. 
Throughout the country, banks have 
found Safe-T-Stak the answer to their 
storage problem. Write today for a 
survey, or a quotation. Use coupon below. 


v\ Immediate Delivery 
7 Popular Sizes! 


DIEBOLD, INCORPORATED 
Serving Business for over 92 Years 
Microfilm * Rotary, Vertical and Visible Filing 
Equipment * Safes, Chests and Vault Doors 
Bank Vault Equipment Burglar Alarms 
Factory Branches and Dealers in all 
principal cities 

DIEBOLD, Incorporated, 

2009 Mulberry Road, Canton, Ohio 

( ) Have your File Analyst call for a 

survey, without obligation. 


( ) Send me a quotation on 
these sizes— 


files in 


NAME TITLE 


BANK NAME 


‘AROUND:- 
OUR. 


“4 


Ane we developing into a nation 
of “gimmees”? Just a few days ago 
a veteran walked into our bank and 
asked to borrow $150 to cover a re- 
pair bill on a rickety old 1938 Buick. 
Investigation of his financial affairs 
revealed that he was unemployed, 
and that he and his two children 
lived with his mother and thus had 
rent-free living quarters. As a vet- 
eran, he was receiving $120 a month 
while attending night school. Asked 
why he did not go to work and earn 
the money he needed for car repairs, 
and for other expenses, he said that 
he didn’t have to work while he was 
going to school, that he was getting 
paid for doing that! 


Au pepped up with the idea of 
borrowing $1,350 to be used in put- 
ting her house into the finest apple- 
pie order, the lady walked into the 
vice-president’s office and made her 
application. On looking up her rec- 
ord, the officer found almost count- 
less records of “late” notices and 
“pastdue letters” having been sent 
her in connection with an instalment 
loan made several years previously. 

He called these to her attention. 
She explained that about that time 
her daughter had been married in 
a very expensive and elaborate wed- 
ding ceremony, followed by a lavish 


reception where champagne flowed 
freely, and that she just couldn’t 
pay the loan instalments and give 
her daughter a fine trousseau and a 
lavish wedding reception, too. The 
vice-president said that if she would 


give the bank a mortgage deed on 
her home property and undertake to 
keep the payments on the loan cur- 
rent, he would loan her the money, 

Highly indignant, she flounced to 
the door and turned to glare at him 
malevolently. “I will never give any- 
one a mortgage on my home! That’s 
an old trick of banks—getting people 
to sign mortgages and then when 
they can’t pay their loan the bank 
takes the house and throws the 
people out on the street in their 
old age! If you can’t make me just a 
plain loan with no strings tied to it, 
I will borrow the money somewhere 
else!” 


Ir was during the busy watermelon 
shipping time, one long-ago spring, 
when one of our officers read in the 
newspaper of the death of a farmer- 
customer’s wife. When the farmer, 
who was a large grower of melons, 
passed the officer on the street a 
little later in the day, the latter 
stopped to express his sympathy at 
the loss. 

“Yes,” replied the customer, look- 
ing very glum, “it sure is an awful 
busy time for a thing like that to 


Beswes typographical errors and 
transpositions of lines, it’s remark- 
able what juxtaposition can do for 
or against advertisements. For in- 
stance, there was the time our little 
“black and white” advertisement 
was placed immediately underneath 
a picture and short news story about 
the installation of a new electric 
sign at a little church in our town. 
The picture showed a large lighted 
electric cross with the words “Jesus 
Saves.” Our advertisement followed 
with “Save the Surest Way—a little 
Every Pay-Day.” 
BELLE S. HAMILTON 


Ignorance in diapers is one thing, 
but it’s another thing in striped 
pants and a homburg. 
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Pittsburgh Store Front Products 


Architects: Miller, Martin & Lewis, Birmingham, Ala. 
Pittsburgh Products Used: Solex Plate Glass panels; 4 Herculite Tempered Plate Glass Doors, with 
Pittcomatic Hinges, and 6 Herculite Sidelights—all set in two Herculite Door Frame Assemblies. 


Store Fronts 
and Interiors 
by Pittsburgh 


PITTS B 
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Architect: William Robert Powell, 
Cleveland, Ohio. 

Pittsburgh Products Used: Pitts- 
burgh Polished Plate Glass; 
Forest Green Carrara Structural 
Glass; Pittco De Luxe Store Front 
Metal; Pittsburgh Doorway. 


PAINTS - GLASS - CHEMICALS 


URGH PLATE 


‘sell’ your establishment to the public 


modern, attractive Pittsburgh 
AsStere Front helps keep your place 
of business busy. It helps build de- 
positor confidence in your bank, and 
at the same time increases the effi- 
ciency of the bank’s operations. In the 
retail properties you handle it has an 
attraction that makes passers-by stop, 
look . . . and come in to buy. This pull- 
ing power is especially important to- 
day when competition is so keen . . . 
prospective customers more critical. 


So, take advantage of the magnetism 
of a smart Pittsburgh Store Front to 
build better business for your bank 
and for the properties you control. For 
the biggest returns in increased busi- 
ness do a complete job—inside and out! 


And don’t forget that loans to local 
merchants to help finance their mod- 
ernization jobs represent a sound in- 
vestment in valuable new business for 
your bank. 


For examples of what Pittsburgh 
Products have accomplished for others 
—and can accomplish for you—send 
for our modernization booklet, “How 
To Give Your Store The Look That 


Sells.” No obligation, of course. 


Pittsburgh Plate Glass Company 


2309-1 Grant Building, 


Pittsburgh 19, Pa. 


Without obligation on my part, please send me a FREE copy of your 


modernization booklet, 


GLASS 


“How To Give Your Store The Look That Sells.” 


BRUSHES. - PLASTICS 


COMPANY 
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Paul M. Welch, newly appointed chairman, A.B.A. Consumer Credit Committee, 
and vice-president of The Citizens & Southern National Bank, Atlanta, Georgia, 


held a meeting of a special committee in Chicago on November 8 and 9 for the 
purpose of achieving a greater degree of cooperation between banks and manu- 
facturers in financing the distribution of consumers’ durable goods. 

The members appointed to this committee are: E. I. H. Bennett, vice-presi- 
dent, Peoples First National Bank & Trust Company, Pittsburgh; Carl M. Flora, 
vice-president, First Wisconsin National Bank, Milwaukee; Edward J. Frey, 
vice-president, Union Bank of Michigan, Grand Rapids; Tim Gallivan, vice-presi- 
dent, First National Bank, Cincinnati, Ohio; John Galvin, vice-president, Marine 
Trust Company, Buffalo, New York; William W. McCarthy, vice-president and 
sales manager, National Shawmut Bank, Boston; John M. Patton, president, The 
Mitchell National Bank, Mitchell, South Dakota; Everett D. Reese, president, 
Park National Bank, Newark, Ohio; Kenneth R. Wells, vice-president, American 
National Bank and Trust Company, Chicago. William McCarthy and Everett D. 
Reese were unable to be present at the meeting. Members of the A.B.A. staff 
present were Walter French, deputy manager, William Kuhns, editor of BANKING, 
and Louis J. Asterita, secretary of the Consumer Credit Committee, Lester Gib- 


son, deputy manager, A.B.A. 


Banker-Manufacturer 
‘Teamwork 


Mr. FLoRA, vice-president of the 
First Wisconsin National Bank, Mil- 
waukee, was formerly chairman of 
the Consumer Credit Committee of 
the American Bankers Association. 
He describes here a recent meeting 
with representatives of certain lead- 
ing manufacturers of consumers’ 
durable goods. 


in financing the instalment sale 

of durables to consumers. On 
September 30 the Board of Gover- 
nors of the Federal Reserve System 
reported that banks had the follow- 
ing outstandings in consumer credit: 
automobile retail purchased paper, 
$1,102,000,000; automobile retail di- 
rect loans, $1,237,000,000; other re- 
tail purchased and direct, $1,004,- 
000,000; repair and modernization 
loans, $911,000; personal instalment 
cash loans, $1,180,000,000. Today 
banks have an outstanding in con- 
sumer credit of $5,434,000,000. 

It is self-evident from these fig- 
ures that, if banks had not become 
active in the field of consumer 
credit, sufficient credit from private 
sources would not have been avail- 
able to finance the huge volume of 
goods manufactured in the postwar 
period. 


4 her banking plays a vital role 
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CARL M. FLORA 


The purpose of the committee as 
outlined by the chairman, Mr. Welch, 
can be condensed as follows: Manu- 
facturers and banks have a mutual 
interest in financing the distribution 
of consumers’ durable goods. This 
includes inventory financing for 
both distributors and dealers and 
the financing of the retail sale to 
the ultimate consumer. While it is 
true that the manufacturers and 
banks have different viewpoints, a 
broad area of common interest 
exists. The purpose of the com- 
mittee is to explore the broad area 
of mutual interests and exchange 
information, so that a higher degree 
of cooperation may exist between 
industry and banking; in the fields 
where there is a conflict of interest 
and where a different viewpoint 
exists, the intent is to examine the 
differences and try to affect a com- 
promise which will be to the bene- 
fit of the economy. 

The following industries were 
represented at this meeting, ap- 
peared before the committee, and 
expressed their viewpoint: automo- 
biles, home appliances, farm equip- 
ment, heavy equipment, trailer 
coaches. The broad and constructive 
approach taken by the manufac- 
turers’ representatives contributed 


to a highly constructive meeting. 

Arthur J. Bruen, assistant treas- 
urer of Nash Motors, division of 
Nash-Kelvinator Corporation, and 
his associate, Thomas Lea, presented 
the problems of the automobile 
manufacturer, and reported on the 
financial assistance their dealers re- 
ceived from banks. 

Mr. Bruen explained that late in 
1944 and 1945 Nash made a survey 
which indicated that banks in in- 
creasing numbers intended to be ac- 
tive in the financing of automobiles. 
Nash was keenly interested in this 
trend because they wished to assist 
the banks in this field, avoid losses, 
and help establish a satisfactory ex- 
perience in the financing of Nash 
automobiles. Accordingly, Nash 
Motors Division of the Nash Kel- 
vinator Corporation adopted a policy 
of cooperating with all sound and 
ethical financial institutions desir- 
ing to finance automobiles for their 
dealers. 

The automobile industry is dif- 
ferent from other lines of business, 
as the factories do not find it prac- 
tical to collect from dealers in 
advance. However, the factories de- 
sire to be assured of prompt pay- 
ments when cars are shipped. There- 
fore, arrangements for payment for 
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automobiles must be made before- 
hand, so that cars can be shipped 
promptly. 

Mr. Bruen then explained a plan 
developed by Nash Motors for 
“dealer draft authorization.” This 
plan permits the dealer to take de- 
livery in any manner he wishes. The 
plan provides that dealers work 
with a sound financial institution. 
This assists the dealer in obtaining 
credit for inventory purposes. It 
enables Nash Motors to complete 
shipments on an open basis and 
secure funds promptly. From the 
banker’s viewpoint, this plan en- 
ables the bank to handle the whole- 
sale financing of a Nash dealer on 
a safe basis. 


Experience Excellent 


Mr. Bruen reported that experi- 
ence with banks, generally speaking, 
has been excellent. During the past 
six years banks have paid Nash 
Motors considerably more than 
$300,000,000, covering the shipment 
of cars. He stated: “In 1950 the 
banks paid for 28.7 percent of the 
cars shipped to dealers, and more 
than 300 banks are financing some 
400 Nash dealers.” 

It is the opinion of the committee 
that the Nash plan is sound and 
equitable, and that Nash Motors de- 
serves to be commended for pioneer- 
ing this plan. 

The experience of the Crosley Di- 
vision of AVCO Manufacturing Cor- 
poration, Cincinnati, Ohio, and the 
problems they have encountered on 
bank financing were reported by 
Robert Finch, manager, sales 
financing. 

Mr. Finch said: “Crosley has en- 
countered a serious problem in many 
sections of the country in securing 
adequate financing for their dealers. 
Large banks that are in the sales 
finance business on a broad basis are 
doing an excellent job; however, in 
certain sections of the country very 
few banks are actively engaged in 
consumer credit.” 

The chairman inquired what the 
Crosley Division was doing to co- 
operate with banks on a national 
basis. Mr. Finch replied: “Banks 
differ so much in size and policy 
that we have not found it possible 
to work out a practical program.” 
He further stated, “Some 90 per- 
cent of our dealers are financing 
with banks.” 

The necessity for securing ade- 
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quate rates so that a bank can prop- 
erly service the business, establish 
adequate reserves, and earn a rea- 
sonable rate on the funds employed 
was mentioned by Mr. Finch. 

The members of the committee 
readily agreed that bank service on 
instalment financing was much bet- 
ter in certain sections of the coun- 
try than others; however, informa- 
tion available clearly showed that 
banks were providing the broadest 
and best instalment financing ser- 
vice ever rendered to appliance 
dealers. 

The Philco Corporation of Phila- 
Celphia was represented by William 
H. Crawford, who stated that he 
believed “bank arrangements for fi- 
nancing dealers should be worked 
cut on a local basis.” He suggested 
that banks work out a repurchase 
agreement with distributors. Mr. 
Crawford stated: “The Philco Cor- 
poration does not wish to enter 
directly into any type of a repur- 
chase agreement with banks.” 

From these remarks there de- 
veloped a general discussion of the 
desirability of repurchase agree- 
ments with distributors and manu- 
facturers on wholesale. A banker 
stressed that banks are not getting 
the proper cooperation from manu- 
facturers and their distributors 
where the manufacturer has an 
agreement on a national basis with 
a sales finance company. 

It was apparent from this dis- 
cussion that a broad two-way edu- 


cational program was necessary, and 
that the Consumer Credit Commit- 
tee of the American Bankers As- 
sociation should continue to furnish 
educational material to banks on 
appliance financing. However, it 
also appeared that it is necessary for 
manufacturers to educate and train 
their representatives so that they, 
in turn, can do an educational job 
with the dealers and show them 
how to do business on a sound basis 
with banks. 

The manager of the Retail Fi- 
nance Division of the Westinghouse 
Electric Corporation, Pittsburgh, 
C. F. Gilbert, reported on the West- 
inghouse equity plan. It is to be 
remembered that this company was 
the first large national appliance 
manufacturer to adopt bank financ- 
ing for dealers as a national policy. 
The Retail Finance Division was set 
up to work out proper plans and 
insure cooperation with the banks 
throughout the nation. 

The Westinghouse Electric Cor- 
poration approached this problem 
on a long-term basis. Surveys were 
made and the financing needs of 
dealers were carefully studied. An 
advisory committee of bankers was 
formed. 

A uniform repurchase agreement 
on wholesale was adopted which is 
available to any bank in the nation 
financing a Westinghouse dealer. An 
intensive educational program was 
carried out with Westinghouse per- 
sonnel and banks. 

(CONTINUED ON NEXT PAGE) 


Left to right: William R. Kuhns, editor, Banxinc; Carl M. Flora, vice-president, First 
Wisconsin National Bank, Milwaukee; John M. Patton, president, Mitchell National 
Bank, Mitchell, South Dakota; E. I. H. Bennett, vice-president, Peoples First National 
Bank & Trust Company, Pittsburgh; John Galvin, vice-president, Marine Trust 
Company of Western New York, Buffalo; Walter French, Deputy Manager, A.B.A.; 
Paul M. Welch, vice-president, Citizens & Southern National Bank, Atlanta; Arthur 
Bruen, treasurer’s office, Nash Motors; Louis J. Asterita, secretary, Consumer Credit 
Committee, A.B.A.; Tom Lea, Nash Motors, Inc.; Kenneth R. Wells, vice-president, 
American National Bank, Chicago; Edward J. Frey, vice-president, Union Bank of 
Michigan, Grand Rapids; and Lester Gibson, deputy manager, A.B.A. 
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DOES 
INTEREST YOUR CUSTOMERS 
Now? 


JUST LOOK AT THE FACTS: 
@ Canada ranks as the third largest 


trader in the world . . . topped only 
by the U.S. and Britain. 


In 1950, Canada’s mineral output 
passed the $1 billion mark. 


Canada’s gross national product has 
risen to $17 billion—it has a con- 
sumer market of over $11 billion— 
annual imports exceed $2'% billion— 
exports over $3 billion . . . Canada is 
the best customer and No. 1 supplier 
of the U.S. 


Today, 2,200 U.S. companies have plants 
in Canada. To thousands of other U.S. 
firms Canada is a major market. If you 
have customers planning expansion, come 
to the Bank of Montreal for the entire 
story about the big neighbor to the north. 
The B of M has been a leader in develop- 
ing U.S.-Canadian trade since its first 
U.S. office was established in 1859. 


Talk Canada with us at any of our U.S. 
offices—or write the Business Develop- 
ment Department, Bank of Montreal, 
Place d’Armes, Montreal. 


64 Wall St. 
Chicago - - 27 S.La Salle St. 
San Francisce - 333 CaliforniaSt . 


BANK OF 
MonTREAL 


(Canada’s First Bank (Coast-to-Coast 
Head Office— Montreal 


S550 Branches Canada 


RESOURCES EXCEED $2 BILLION 


In addition, the Retail Finance 
Division has seven permanent dis- 
trict finance representatives on the 
road at all times to insure the 
proper contact between dealers, dis- 
tributors, and banks. 

Mr. Gilbert stated that more than 
800 individual banks operating some 
2,300 banking offices were partici- 
pating in the Westinghouse equity 
plan, and that more than 90 percent 
of their sales were being financed 
by local banks. 

The bankers present heartily com- 
mended Mr. Gilbert for the progres- 
sive and forward looking program 
his company has inaugurated, and it 
assured him of the American Bank- 
ers Association’s desire to continue 
to extend all possible cooperation. 

W. E. Anderson, treasurer, and 
C. B. McCumsey, of the J. I. Case 
Company, Racine, Wisconsin, re- 
ported on the experience of their 


| company in working with banks on 


dealer financing. This company, a 
pioneer in cooperating with banks 
on the financing of dealers, decided 
20 years ago that the financing of 


| the sale of its equipment could be 


best arranged by the local banker. 
Accordingly, the company has car- 


| ried on a long-term program to edu- 
| cate the J. I. Case organization and 


its dealers on doing business with 
local banks. 

How successful this plan has been 
may be judged from the fact that 
the J. I. Case Company is not hold- 
ing any retail farm implement paper. 
Prior to the inauguration of this 
plan, the J. I. Case Company fi- 
nanceti a substantial percentage of 
dealers’ retail sales. 

Mr. Anderson emphasized that 
the J. I. Case Company desires to 
have as much inventory financing as 
possible done by local banks. How- 
ever, the company expects the banks 
te floor plan for the dealers only 
the equipment which is readily sale- 
able the year around; the slow mov- 
ing equipment is financed by the 
J. I. Case Company. 

The committee congratulated Mr. 
Anderson and Mr. McCumsey on the 
splendid job done by their company 
in cooperating with banks. Mr. 
Welch said: “It is apparent that the 
key to a successful program for 
manufacturer-bank cooperation is 
to be found in the manufacturer’s 
educating his dealers on how to 
work with banks and thus secure 
cooperation at the local level.” 

The president of the International 


Harvester Credit Corporation, Chi- 
cago, Fred B. Mattingly, reported on 
their program. 

During the war the International 
Harvester Company made the de- 
cision to launch a broad program to 
facilitate the financing of its equip- 
ment by local banks. This compre- 
hensive program included an excel- 
lent manual which was distributed 
to interested banks, a wide educa- 
tional program for personnel of In- 
ternational Harvester Company, and 
a participation in banking meetings 
throughout the country. The suc- 
cess of this program is shown by 
the following figures: The retail 
paper outstanding on farm equip- 
ment acquired by International Har- 
vester Company during 1950 was 
0.66 of 1 percent of the sales volume 
on this equipment for that year. For 
the first 10 months of 1951 it is 
0.56 of 1 percent. Mr. Mattingly 
stated: “While there has been a 
substantial volume of cash sales in 
the postwar period, it is evident 
from these figures that bank financ- 
ing has provided the necessary 
credit for farmers to finance the 
purchase of International Harvester 
farm equipment.” 


Provide Complete Service 


He concluded: “We need to en- 
courage greater bank participation 
in wholesale financing and a better 
understanding among banks as to 
the various types of wholesale fi- 
nancing. We need to encourage 
banks to maintain a better collection 
follow-up and to assume more re- 
sponsibility on collections. If they 
do not do this, dealers will give 
their paper to finance companies and 
manufacturers who will do so. Small 
banks need help—some of them 
have complained to our men that 
too much of the information given 
by the A.B.A. is for the larger banks 
and that it does not apply to them. 
These small banks need help to pro- 
vide a complete financing service. 
Larger banks can help on a partici- 
pation basis, which I think, they 
must. Otherwise, dealers will turn 
to manufacturers and finance com- 
panies who can and will provide 4 
complete financing service.” 

The chairman commended the In- 
ternational Harvester Company on 
its splendid program for cooperat- 
ing with banks, and assured Mr. 
Mattingly of the continued coopera- 

(CONTINUED ON PAGE 131) 
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OUTSTANDING 


.1n Oklahoma City 


and in the Southnest! 


STATEMENT OF CONDITION, OCTOBER 10, 1951 


RESOURCES 


Loans and Discounts 

U. S. Government Securities 

State, County and Municipal Securities 

Other Investment Securities 

Stock in Federal Reserve Bank 

Overdrafts 

Bank Premises, Vault and Furniture & Fixtures 
Other Assets 

Cash and Due from Banks 


LIABILITIES 


Capital Stock—Common 
Surplus 
Undivided Profits 


Reserved for Taxes, Employees’ 


Deposits 


$6,000,000.00 
6,000,000.00 
8,225,213.90 


FIRST NATIONAL BANK 


AND TRUST COMPANY 
OF OKLAHOMA CITY 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


$ 83,346,655.79 
74, 183,298.69 
16,888,229.00 
3,936,027.84 
360,000.00 
10,915.69 
594,036.02 

6.15 
75,999,098.79 


$255,318,267.97 


20,225,213.90 


3,036,653.53 
232,056,400.54 


$255,318,267.97 


MEMBER - 
THE BANK WIRE 
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A Bank Makes a 


Public Opinion Survey 


Mr. ANDERSON is vice-president 
in charge of public relations and 
advertising, First National Bank 
and Trust Company of Paterson, 
New Jersey. 


. interviewed in the Greater 
Paterson area here in New 
Jersey believe that the depositors 
own a commercial bank, while 6 
percent are of the opinion that the 
Government does. Sixty-four per- 
cent declare that it makes no dif- 
ference whether they are served by 
a man or woman teller, while an- 
other third prefer to deal with a 
male teller. Wills have not been 
made by 77 percent of the popula- 
tion interviewed, and 75 percent 
think that banks should financially 
support charitable community proj- 
ects, with another 8 percent be- 
lieving that they shouldn’t, and 17 
percent registering no opinion. 


Nitster 30 percent of the people 


Poll Large in Scope 


These are a few of the findings 
resulting from a public opinion sur- 
vey recently completed for us by 
the Princeton Research Service, of 
Princeton, N. J. The poll was un- 
usually large in scope and covered 
just about every subject of interest 
to bankers generally, from public 
response to drive-in banking to 
techniques to be used in advertising 
and promotion. We did not go into 
such broad subjects as, for instance, 
Government ownership of banks, 
but confined ourselves to the specific, 
practical problems of our bank, 
whose resources in only 15 years 
have increased from a little over 
$15,000,000 to more than $192,600,- 
000. It was in many respects a 
“competitive” survey and hence a 
large amount of the information we 
received cannot be revealed for ob- 
vious reasons. 

Frankly, we didn’t know what the 
survey might turn up. We had good 
reason to believe that we were 


JOHN P. ANDERSON 


pleasing the public, but we didn't 
have the proof of facts, figures, and 
on-the-record observations gathered 
by an impartial group of experts 
who didn’t care how flattering or 
damaging their findings might be to 
us. I don’t think, however, that the 
few of us in on the survey experi- 
enced the trepidation you might 
expect. In fact, the final word our 
chairman, F. Raymond Peterson, 
gave to Kenneth Fink, director of 
the Princeton Research Service, was 
to the effect that the polling teams 
were to find out the truth, and let 
the chips fall where they might. 

The results of the poll are con- 
tained in a mimeographed volume 
numbering over 140 pages and en- 
titled, The Public Appraises Bank 
Service in the Paterson Area. Sub- 
titled “An Opinion Study,” this 
book shows the findings from sev- 
eral thousand interviews made be- 
tween July 9 and August 4 and pro- 
viding the basis of the final report 
and detailed tabulations. These in- 
terviews were drawn from all geo- 
graphical sections of the surveyed 
region, and represent the same pro- 
portions of men and women, young 
and old, well educated and less well 
educated, persons in various occu- 
pation groups, etc., as the entire 
population of the area. 


Two Factors in Success 


We attribute a great part of the 
success of the poll to two factors. 
The first was the tight secrecy we 
maintained regarding the survey. 
Besides Mr. Fink, only six people 
sat in on our conferences: Chairman 
Peterson, President Benjamin P. 
Rial, Senior Vice-president Andrew 
De Ritter, our Vice-president in 
Charge of Personnel Stephen D. 
Germond, Harmon Tupper, head of 
our advertising agency, and the 
writer. No director or staff mem- 
ber of the bank had any inkling of 
the project until it was completed 
and the final report delivered to us 
in early October. Why the mystery? 


Simply because a “leak” would have 
jeopardized our assurance of ob- 
taining forthright answers to our 
questions. 


The Ballot 


The second factor in assuring the 
poll’s success was the “ballot” it- 
self. After Mr. Fink learned the 
kind of information we wanted, all 
of us worked out the questions to- 
gether. Naturally, each one of us 
had a raft of them to ask—far more 
in the aggregate than could be in- 
cluded in a_ stop-’em-on-the-street 
interview which, if too long and de- 
tailed, defeats its own purpose. 
However, many of these questions 
were placed on the “sample ballot” 
which the interviewing teams tested 
in the area to determine whether 
the queries were clear and contained 
no leading material. A quick tabu- 
lation of test answers indicated that 
a fairly good quantity of questions 
could safely be eliminated. For ex- 
ample, only 7 percent of the inter- 
viewees knew that a bank’s trust 
department handled estates, and 70 
percent openly confessed that they 
hadn’t the faintest idea what the 
functions of a trust department 
were. From this overwhelming evi- 
dence of public unawareness of this 
phase of bank operations, we de- 
cided that there would be no advan- 
tage in retaining this trust question 
in the final questionnaire. 


Why People Prefer a Bank 


We found out from our poll ex- 
actly why people prefer one bank 
to another; whether average persons 
prefer banks to other types of finan- 
cial institutions; how good service 
compares with courtesy in general 
popularity; why depositors change 
from one bank to another; where 
they are most likely to go for a 
mortgage; which night in the week 
is preferred for evening banking 
and department store hours. Our 
advertising agency, which worked 

(CONTINUED ON PAGE 22) 
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PORTRAIT OF 
WORLD-FAMOUS 
TRAVEL CURRENCY 


Spendable like cash everywhere—But safe as money in the bank! 


This is a facsimile of a National City Bank 
Travelers Check, used by thousands of 
travelers each day for nearly half a cen- 
tury. It bears the name of a world-famous 
American bank, and means financial 
safety to those who carry them and those 


who accept them. 


National City Bank Travelers Checks offer 
you the maximum profit, for you keep all 
the selling commission—% of 1%. Sell 
NCB Travelers Checks to all of your cus- 
tomers who plan to travel. THEY ARE 
THE CHECKS THAT ARE KNOWN AND 
HONORED THE WORLD OVER. 


THE NATIONAL CITY BANK OF NEW YORK 
First in World Wide Banking 


Head Office: 55 Wall Street, New York 15, N. Y. 54 Overseas Branches ‘ Correspondent Banks Everywhere 


Member Federal Deposit Insurance Corporation 
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CANADA 
— with emphasis on Oil 


The Canadian Bank of Commerce, through 
nearly 600 branches, serves all Canada. 


With almost 100 of these branches in the oil fields 

of Western Canada, we take a special interest in oil— 
an interest kept right up to date for the benefit of all who 
have business in this area. 


Our services have proved their value to many 
U.S. oil men now in the field. They will prove 
equally useful to those extending their operations 
to Canada. 


These facilities are at the disposal of American Banks in 
behalf of their customers. 


The Canadian Bank 


of Commerce 


Head Office—Toronto 


New York e San Francisco « Los Angeles 
Seattle « Portland, Ore. 
and nearly 600 Canadian Branches , 


(The Bank does 
not advise on 
the merits of 
oil securities) 


You can save 
a lot of reading 


At the same time, you can keep fully posted on agricul- 
tural matters. In your dealings with farmers, and with 
businesses concerned with farming, a working knowl- 
edge of the agricultural situation is essential. You will 
find all the information you need in the 


DOANE AGRICULTURAL DIGEST 


and its twice-monthly releases. You can rely fully on 
this information—prepared by the oldest and largest 
farm management, research and appraisal organization, 
managing (for profit) hundreds of farms, ranches and 
plantations. The 450-page loose-leaf Digest—a volume 
of cumulative information—is kept up to date by the 

releases, which interpret trends and pre- 


Opinion Survey 


(CONTINUED FROM PAGE 20) 


closely with Mr. Fink and us making 
up the survey, is now furnished with 
the facts and figures it needs to 
determine the best way to invest 
our advertising and promotion dol- 
lars. 


No Good Substitute 


From our own experience, I can 
say most emphatically that there is 
no good substitute for a public 
cpinion study keyed to the require- 
ments of the individual bank. Be- 
sides giving us sure clues as to how 
we can increase business, it also 
brings our collective banking ear 
close to the ground—tells us how 
we stand with the community as 
a private enterprise, brings to light 
many of our good features which, 
perhaps unbeknownst to us, the pub- 
lic values very highly, and shows 
up whatever faults we may have in 
the popular mind. All of these fac- 
tors have great bearing, particu- 
larly with respect to the attitude of 
bank customers and noncustomers 
on socialization of our institutions. 


“It might take a little while . . . would 
you care to go ahead?” 


dict outlook on prices, production, mar- 


f 
Write for kets, shortages and surpluses ahead. 


FREE 
SAMPLE 
RELEASES 


and how helpful 
Doane Agricultural Service, Inc. 


you. Box 87, 5142 Delmar Blvd. 
St. Louis 8, Mo. 


Thousands of banks renew their sub- 
scriptions year after year. 


“Deposits for Mammoth, Inc.” 
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tet US 


“Check Indorsements” has proved one of the 
Hammermill ever offered in banking magazines 


Read these typical comments from 
bankers throughout the country: 


From Connecticut: “Thank you for the 
copies of Check Indorsements we requested. 
They will probably save us many embar- 
rassing moments as well as possible losses.” 


From Illinois: ‘‘I’m sure the booklet will 
have many uses and enlighten our tellers 
as to proper indorsements of checks.” 


From Mississippi: ‘‘Our tellers have found 
Check Indorsements very useful. It not only 


has refreshed their minds on things they 
already knew, but has brought to them 
other important features.” 


From Pennsylvania: ‘“‘The members of this 
organization will find this book an additional 
protection for depositors of this institution.” 


From Missouri: ‘““My sincere congratula- 
tions on your excellent publication, Check 
Indorsements.” 


From North Carolina: “‘An excellent piece 
of work which will be most helpful to 
bankers throughout the country.” 


GIVE YOUR CHECKS THE ADVANTAGES OF “THE BEST KNOWN NAME IN PAPER” 


Hammermill Paper Company 


WHEN WE BANKERS 
CLIP COUPONS... 


you may be sure we are sending for 
something we think is really useful 


Send coupon for 
your copies today. 
Let us know how many 


you want 


1501 East Lake Road, Erie 6, Pennsylvania 
Please send me FREE____copies of “CHECK INDORSEMENTS” 


for my tellers. 


Name 


(Please attach to, or write on, your bank letterhead.) B-DEC. 


MANUFACTURED BY HAMMERMILL PAPER COMPANY, ERIE, PA FOUNDED 1898 
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Candies 


LLY 


Heard. 


This department is compiled by 
THEODORE FISCHER of BANKING’S 
staff. 


New Research Award 
in Banking 


jae BANKERS and a prominent busi- 
nessman are the first recipients 
of the John A. Allen Memorial Re- 
search Award for original research 
in banking. 

The award, comprising a cash 
grant and a key, was established 
by BurTON P. ALLEN, president of 
the First National Bank of Milaca, 
Minnesota, as a memorial to his 
father, a pioneer banker of that 
state. The trustee is the Honeywell 
Foundation which bestows the honor 
on recommendation of the National 
Association of Bank Auditors and 
Comptrollers. Mr. ALLEN, immedi- 
ate past president of that organiza- 
tion, presented the first keys at the 
association’s recent convention in 
New Orleans. 

The five bankers honored are 
members of NABAC’s cost commit- 
tee which recently completed a bank 
cost manual: CLARENCE H. LICHT- 
FELDT, comptroller, First Wisconsin 
National Bank, Milwaukee; CHARLES 


C. LOONEY, comptroller, Harris Trust 
and Savings Bank, Chicago; O. B. 
LOVELL, comptroller, First National 
Bank, Madison, Wisconsin; ALVIN 
J. VOGEL, vice-president, Central 
National Bank, Chicago; and GEORGE 
W. WEGER, assistant auditor, First 
Wisconsin National Bank. 

The businessman is GEORGE L. 
McCarTHY, president of Recordak 
Corporation, New York City, who 
was recognized for his contribution 
to banking through the invention of 
a system that made possible the 
microfilming of checks and records 
and which “has had a far reaching 
effect on the mechanics of bank 
operations.” Its use has been ex- 
tended to other businesses. 

The bankers were honored as a 
group “for research in cost account- 
ing for banks” and for preparation 
of the manual, Bank Costs. 

Prof. J. C. GIBSON of the Univer- 
sity of Wisconsin School of Ac- 
counting, adviser to NABAC’s cost 
committee, will receive other recog- 
nition for his assistance. 

Mr. ALLEN expressed the hope 
that the awards would provide an 
incentive for “original research of 
benefit to all banks.”’ It will not be 
limited to NABAC members or to 


Raymond Rubicam Leslie A. Wood 


bank men, but will be based on “the 
merits of each candidate’s contribu- 
tions to banking.” 

The cash grants range from $100 
to $500. 


LESLIE A. WOOD, vice-president of 
the Valley National Bank, Phoenix, 
Arizona, has been appointed head of 
the loaning division of the bank, 
succeeding GLENN C. TAYLOR who 
recently resigned. MR. TAYLOR’S va- 
cancy on the board of directors has 
been filled by the appointment of 
RAYMOND RUBICAM, co-founder of 
the advertising firm of Young and 
Rubicam, in which he is no longer 
active. 


FRANK E. MCKINNEY, chairman 
(CONTINUED ON PAGE 26) 


Burton P. Allen (at mike) presents John A. Allen Memorial Research Awards at NABAC convention. Standing, l. to Ivy 
Charley Looney, Alvin J. Vogel, George Weger, O. B. Lovell, and Clarence H. Lichtfeldt, all members of the association’s 
Bank Cost Committee. In the picture at the right George L. McCarthy, president of Recordak Corporation, receives his 
award from Mr. Allen 
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| Let the Continental Illinois Bank 
help you to..... 


unused talents 


your bank 
: in your ban 
- Banks are giving more attention to 
— the training of their people today than 
i ever before. Unused talents are fre- 
he ny . quently uncovered as a valuable 
by-product. 
00 Ae Training programs help to give you 
a greater return on salary dollars— 
ik, 7 Should you be interested in any of 
the education and training material 
we have developed and are using in 
of our bank, we'll be glad to share it 
with you, and work with you in fitting 
\ 
Your inquiries are invited. 
an 


Continental Illinois National Bank 
and Trust Company of Chicago 


LaSalle, Jackson, Clark and Quincy Streets 


LOCK BOX H, CHICAGO 90, ILLINOIS 
Member Federal Deposit Insurance Corporation 
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MAIN STREET (Continued) 


of the board and president of the 
Fidelity Trust Company, Indian- 
apolis, is the new Democratic Na- 
tional Chairman, replacing William 
M. Boyle, Jr., who resigned. Mr. Mc- 
KINNEY, President Truman’s choice, 
was elected by acclamation by the 
committee. He has announceed that 
he’ll serve without pay in the posi- 
tion which heretofore has paid $35,- 
000 a year. 


Man's Time Is Gift 


HE PEOPLES NATIONAL BANK of 

Charlottesville, Virginia, has 
made an unusual donation to the 
Charlottesville and Albemarle Com- 
munity Chest. This gift is the full- 
time services of one man for the 
duration of the fund drive. 

PEOPLES BANK initiated this idea 
last year. The experiment was suc- 
cessful on all counts, so they’ve 
done the same thing this year. 
Wright Harrison, executive vice- 
president of the bank, said that the 
bank felt that it was a good thing 
for the Community Chest, and that 
the bank employee would benefit 
from his contacts with the 1,000 
volunteer workers. 


ROBERT GORDON has been elected 
cashier of the Puget Sound Na- 
tional Bank, Tacoma, Washington. 
He was previously a trust officer. 


Miss DorcAs CAMPBELL, assistant 
vice-president in charge of public 


Left to right: Richard G. Stockton, board chairman, Wachovia Bank and Trust 

Company, Winston-Salem, North Carolina; Thomas H. Carroll, dean, School of 

Business Administration, University of North Carolina; and Robert M. Hanes, 

Wachovia president, discuss final details of the bank’s $100,000 gift to establish 

a Chair of Banking at the University. The gift will be administered by the Un- 

versity’s Business Foundation, composed of busness men and concerns whose 
purpose is to further business education 


relations for the East River Savings 
Bank, New York, was elected na- 
tional treasurer of the Girl Scouts 
of the U. S. A. at the closing ses- 
sion of the organization’s 31st na- 
tional convention in Boston. 


GEORGE H. THOMAS, assistant 
cashier at the head office of Secur- 
ity-First National Bank of Los An- 
geles, has retired after 42 years 
with the bank. 


NorRvAL M. ANDERSON, formerly 
with a Denver credit corporation, 
has joined the First National Bank 
of Pueblo, Colorado, as assistant 
vice-president in charge of the new- 


University of Chicago law students, below, have registered for a course in prac- 
tical problems involving real estate transactions and estate planning. The course 
is sponsored by Chicago Title and Trust Company, in cooperation with the Uni- 


versity of Chicago. 


Forty-four students registered for the course of 10 sessions 


of 1% hours each, taught in the bank’s special events room. Standing in the 
background are Robert Kratovil, title officer, one of the first instructors in the 
course, and Professor Allison Dunham of the University 


ly created consumer loan and per- 
sonal loan departments. The §81- 
year-old First National Bank had 
never. previously operated such a 
department. 


Detroit banker ERNEST H. Fon- 
TAINE has joined the Houston 
(Texas) National Bank as vice- 
president. 


Celebrates With Bonds 


HE IRVING SAVINGS BANK, New 

York, celebrated its 100th anni- 
versary in a rather unusual manner. 
It hitched the event to the U. S. 
Defense Bond Drive. 

During its “open house” week— 
November 7 through 16—the bank 
gave away in door prizes Defense 
Bonds totaling $3,600. 

Quality ballpoint pens were given 
as gifts to everyone who opened a 
savings account during that period. 


FRANK L. KING, president of 
California Bank, Los Angeles, has 
been reelected treasurer of the Uni- 
versity of Southern California. Five 
other members of the bank’s board 
have been reelected to the board of 
USC. 


WILLIAM K. SERUMGARD has been 
made senior vice-president of the 
Morris Plan Company of California. 


FRANK CARPENTER, president of 
the Maiden Rock (Wisconsin) Bank, 
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A Merry Christmas To All 
rom Christmas Club, A Corporation 


HEADQUARTERS FOR MEMBERS OF 


‘@hristmas. 


“gSPONSORED BY THE INCORPORATED 


ORGANIZATION CHRISTMAS CLUB 
ORIGINATORS OF THE 
CHRISTMAS CLUB PLAN 


PAYMENT 


‘The Emblem of 


Opportunity” DUE THIS WEE K (3 


NUMBER 


Ben million, eight hundred seventy-five thousand members saved 
$952,000,000.00 in the Christmas Club this year +++ Christmas Club uilds 


savings, builds character and builds business for financial institutions. 


Why not have a staff representative 
of Christmas Club, A Corporation discuss the 
Christmas Club plan with you? He has every sys- 
tem for efficient operation and a wide variety of 
proven advertising material to build a profitable 
program to meet your local needs. (No obligation, 
of course.) 


BUILDS SAVINGS * BUILDS CHARACTER © BUILDS 
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FOUNDED BY HERBERT F. RAWLL 
230 PARK AVENUE, NEW YORK 17, N.Y. 
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MAIN STREET (Continued) 


recently celebrated his 100th birth- 
day. He is the second oldest Mason 
in the United States. He had helped 
to found the bank some 60 years 
ago. 


MERT READE, advertising agency 
executive, has joined the staff of the 
publicity department of the Valley 
National Bank, Phoenix, Arizona. 


GEORGE W. NEILSEN, national 
bank examiner for the Second Fed- 
eral Reserve District, has joined the 
Chemical Bank & Trust Company, 
New York, as an assistant vice- 
president. 


Fred Irish Honored 


grees of North Dakota and 
neighboring areas of the north- 
west got together on November 20 
in Fargo to honor FREDERICK A. 
IRISH, chairman of the board of the 
First National Bank & Trust Co. 
of that place. 

“Fred Irish Day’”’ was held to give 
his banking friends a chance to 
recognize him publicly for his ‘‘out- 
standing constructive contributions 

. not only in the banking field, 
but also in the field of agricultural 
development.” 

Mr. IRISH, who was 81 in Septem- 
ber, was active in the American 
Bankers Association for many years 
and was its treasurer in 1921-22. 
At the recent convention of the 
A.B.A., it was Mr. IRISH who re- 
ceived on behalf of the North Da- 
kota Bankers Association the A.B.A. 


Fred A. Irish 


Agricultural Commission’s 1,000- 
point rating award—the 20th con- 
secutive year for North Dakota. 
Mr. IRISH is chairman of the state 
association’s agricultural committee. 

The front cover of the announce- 
ment of “Fred Irish Day” bore two 
pictures—one as he looks today, and 
one as he looked at a very tender 
age. Under the latter picture was 
this caption: “Back when the as- 
sets of his bank were determined 
by its rattle.” 


“A Community Tribute” 


The annual meeting and banquet 
of the Shelby (North Carolina) 
Chamber of Commerce and Mer- 
chants Association was held earlier 
this year than usual, in order to 
correspond with the 80th birthday 
of GEORGE BLANTON, Sr.—for the 
group had chosen to honor Mr. 
BLANTON, chairman of the board of 


When the West New York (New Jersey) Branch of The Trust Company of New 

Jersey held “Open House” to celebrate the opening of its modernized quarters, 

14,873 people came. Every visitor received a rose. Photo shows crowd entering 
the already filled lobby 


George Blanton, Sr. 


the First National Bank of Shelby. 
Bankers and industrialists came from 
far and wide to honor their associ- 
ate and friend. 

The affair was described by the 
Shelby Daily Star as the “most 
largely attended and heart-warm- 
ing dinner ever held at the Hotel 
Charles.” Tribute to Mr. Blanton was 
given by Robert M. Hanes, presi- 
dent of the Wachovia Bank and 
Trust Company and former presi- 
dent of the American Bankers As- 
sociation. Mr. Hanes was introduced 
by U. S. Senator Clyde R. Hoey. 

An oil painting was presented for 
placement in the banking room 
along with those of Mr. BLANTON’S 
brother, the late Charles C. Blanton, 
and their father Burwell Blanton. 
A bronze plaque was unveiled be- 
fore placement in the bank with a 
similar one placed on the 80th birth- 
day of Charles Blanton. The plaque 
reads: “In recognition of valued ser- 
vice and leadership of Charles Blan- 
ton, Sr., pioneer banker and indus- 
trialist. Presented in a community 
tribute on his 80th birthday, Octo- 
ber 26, 1951.” 


ROBERT G. TAYLOR, of the staff 
of the American Bankers Associa- 
tion, has joined the Continental 
Illinois National Bank and Trust 
Company, Chicago. With the A.B.A., 
he had been secretary of the Ad- 
visory Committee on Special Activi- 
ties; secretary of the Government 
Borrowing Committee; Assistant to 
the Economist; and a member of the 
faculty of The Graduate School of 
Banking. 


WILLIAM C. Way, a former na- 
tional president of The American 
Institute of Banking, has _ been 
elected a vice-president of the Cen- 

(CONTINUED ON PAGE 30) 
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NATIONAL BANK OF DETROIT 


COMPLETE BANKING AND TRUST SERVICE 


STATEMENT OF CONDITION, OCTOBER 10, 1951 


RESOURCES 

Cash on Hand and Due from Other Banks: $ 391,860,038.58 
United States Government Securities . . . 699,912,135.50 
Loans: 

Loans and Discounts . ... . . . $ 294,388,387.66 

Real Estate Mortgages ...... 65,893,834.48 360,282,222.14 
Accrued Income and Other Resources . . . 5,801,722.65 
Branch Buildings and Leasehold Improvements 2,589,419.06 
Customers’ Liability on Acceptances and 


LIABILITIES 
Deposits: 


Commercial, Bank and Savings. . . . $1,300,194,758.68 

United States Government ..... 99,839,151.77 

Other Public Deposits. . . .... 39,498,521.39 $1,439,532,431.84 
51,000,000.00 
Accrued Expenses and Other Liabilities . . 10,146,313.87 
Dividend Payable November 1,1951 .. . 750,000.00 
Acceptances and Letters of Credit . . .. 4,482,910.40 
Capital Funds: 

Common Stock ($10.00 Par Value) . . $  15,000,000.00 


United States Government Securities carried at $204,145,119.55 in the foregoing state- 
ment are pledged to secure public deposits, including deposits of $7,180,835.16 of the 
Treasurer-State of Michigan, bills payable and for other purposes required by law. 


BOARD OF DIRECTORS 


HENRY E. BODMAN B. E. HUTCHINSON GEORGE A. STAPLES 
ROBERT J. BOWMAN BEN R. MARSH DONALD F. VALLEY 
PRENTISS M. BROWN WALTER S. McLUCAS JAMES B. WEBBER, JR. 
CHARLES T. FISHER W. DEAN ROBINSON R. R. WILLIAMS 
CHARLES T. FISHER, JR. NATE S. SHAPERO C. E. WILSON 

JOHN B. FORD, JR. R. PERRY SHORTS BEN E. YOUNG 


32 OFFICES IN DETROIT 
MAIN OFFICE—WOODWARD AT CADILLAC SQUARE—DETROIT 32, MICHIGAN 


Member Federal Deposit Insurance Corporation 
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WHO CRACKS THE WHIP? 


As much as we deplore increased costs 
and unpalatable tax boosts, nothing is 
quite so effective in forcing us to scrape 
the bottom of the barrel for ways to 
produce better and quicker.The lazy way 
to cope with these higher costs is to raise 
prices. The hard way is to recover as 
much as possible thru better methods. 


Like all manufacturers, we have experi- 
enced swiftly rising costs in recent years 
and, like them, we have raised prices. On 
the other hand, we have captured some 
substantial savings which have made it 
possible to hold price advances to a mini- 
mum. For example, last year in our litho- 
graph press operations,where we thought 
we had attained satisfactory standards, we 
were able to improve our unit output 
per hour 3.34%, 5.31% and 14.82% respec- 
tively on our three types of presses. 


’ The two smaller gains noted above were 
entirely the result of individual effort 
since those presses had not been changed 


mechanically. This year we will intro- 
duce on these same presses certain new 
mechanical aids that will help further 
to step up output and at the same time 
ease the burden on the operators. It 
is questionable whether we would have 
developed these aids, and whether the 
workmen would have delivered more 
per hour, if, as a team, we were not 
striving to meet the dual challenge of 
holding prices down and maintaining 
satisfactory profits. 


In no respect do we relish the thought 
of living with inflation, but if we must 
do so we prefer to look upon it as a 
stern taskmaster and a compelling force 
that creates better methods, rather than 
simply to whine about it. If and when 
we succeed in licking the inflationary 
problem, and if by any chance the tax 
picture should ever improve, we will 
have profited to the extent of the sav- 
ings which these whip-cracking forces 
have compelled us to make. 


Manufacturing Plants at: 


E LUXE 


HECK PRINTERS 


SEVEN SEAS 
AT OUR 
DOORSTEP! 


@ Because Philadelphia lies in- 
land, it is easy to overlook mo- 
mentarily its great importance 
as a deep water port. 

Waterborne traffic in and out 
of the city has already reached an 
impressive figure and is continu- 
ing to increase at a steady rate. 

The Central-Penn National 
Bank is ideally equipped to han- 
die for you any and all financial 
transactions incident to shipping 
in and out of this city. Whatever 
your requirements for banking in 
Philadelphia, Central- Penn 
offers you a complete service 
backed by more than 120 years 
of continuous operation. 


CENTRAL-PENN 
NATIONAL BANK 


OF PHILADELPHIA 


MEMBER FEDERAL DEPOSIT 
INSURANCE CORPORATION 


NEW YORK, PAOLI, CLEVELAND, CHICAGO, KANSAS CITY, ST. PAUL 


SCUDDER 
STEVENS 
& CLARK 
FUND, Inc. 


SCUDDER 
STEVENS 
& CLARK 
COMMON 
STOC K 
FUND, Inc. 


AVAILABLE AT 
NET ASSET VALUES 


Prospectus on Request 


| WALL ST., NEW YORK 5, N.Y. 
or 10 POST OFFICE SQUARE 


MAIN STREET (Continued) 


tral National Bank of Cleveland, 
with which he has been associated 
since the age of 19. He has been 
for some time head of the bank’s 
corporate trust division. 


CITIZENS BANK OF AMERICUS, 
Georgia, recently transferred $50,- 
000 from undivided profits into sur- 
plus. It now has capital stock of 
$100,000 and surplus of an equal 
amount. The bank began operations 
on March 25, 1937, with capital 
stock of $50,000 and a surplus of 
$10,000. All increases in capital 
stock and in surplus have been de- 
rived form earnings left in the busi- 
ness and not from any additional 
outside capital. 


President Truman and family 
were hardly the least known visitors 
at the fourth annual International 
Orchid Show of the National Capital 
Orchid Society at the AMERICAN 
SECURITY AND TRUST COMPANY, 
Washington, D. C. Some 3,000 or- 
chids decked the bank lobbies—an 
estimated $250,000 worth of flowers. 
The exhibit lasted for two days and 
was viewed by some 35,000 people. 


A merger has been voted of 
the PATERSON (New Jersey) Sav- 
INGS AND TRUST COMPANY with the 
PEOPLES BANK AND TRUST COMPANY 
OF PASSAIC, the merged institution 
to be known as COUNTY BANK AND 
TRUST COMPANY. The combined re- 
sources total more than $80,000,000, 
and will give the bank five offices in 
Paterson and Passaic. 


Fred F. Florence, president, Republic 
National Bank of Dallas, holds the an- 
tique silver tureen presented to him on 
his 60th birthday by officers and em- 
ployees of the bank. Board Chairman 
Hoblitzelle, left, made the presentation 
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10,000 tellers 
cah tell you— 


BURROUGHS 
is easy to learn 


BURROUGHS 
COMMERCIAL TELLER’S MACHINE 


There’s no trick to operating a Burroughs 
Commercial Teller’s Machine . .. as any one 
of 10,000 tellers in banks everywhere can 
tell you. Long experience has shown Bur- 
roughs how to simplify machine operations 
to help reduce operator training time to a 
minimum. With Burroughs machines you'll 
enjoy mechanized teller operations at the 
lowest possible cost. Get in touch with your 
Burroughs man —today. 


4 
WHEREVER THERE’S BUSINESS THERE’S Bu rroughs 
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Instantly ACCEPTED 


in a million places! 


When you sell your customers American Express 
Travelers Cheques, you offer them the most acceptable 
cheques with the best possible service. Through 60 
years of service to the public, backed by vigorous 
national advertising and promotion, these Travelers 
Cheques have always been the best-known cheques by 
far . . . instantly recognized and accepted in a million 
places in this country and all over the world. 


In case of loss or theft, your customers can count on 
assistance at any of the 196 American Express offices 
in the United States and abroad. In time of need, when 
speed counts most, a quick refund or financial help is 
given with the same degree of courtesy and spirit of 
friendliness your customers find at your bank. Spend- 
able anywhere, anytime, American Express Travelers 
Cheques are 100% safe, easiest to cash! 


AMERICAN EXPRESS TRAVELERS CHEQUES 


THE MOST WIDELY ACCEPTED CHEQUES IN THE WORLD! 
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HIS is an anniversary season that should not pass 
PT excteceved Twenty years ago a large and im- 

portant part of the world suspended gold payments 
in varying degrees. 

It is a sobering thought withal, that if this had not 
occurred, we might never have known this age of 
exciting adventure, discovery and exploration into 
strange new worlds of monetary make-believe. 


History and Prologue 


On September 21, 1931, England abandoned gold by 
refusing note holders the right to obtain gold from 
the Bank of England. Within about a year 33 other 
countries had followed suit and had depreciated their 
currencies in line with the pound, and a number of 
others had suspended the gold standard to some extent. 

England took the position that she had no other 
choice, and the events leading up to her action provide 
some ground for this argument. The depression in the 
United States had become progressively worse since 
the fall of 1929. Foreign borrowers were defaulting 
in large numbers and, with a steady deepening of the 
depression abroad, foreign lending practically ceased. 

England had not had a boom comparable to ours 
of the 20’s. Her income from foreign investments and 
shipping dropped sharply and the world-wide depres- 
sion cut into her exports. She was still the world’s 
banker and the world had confidence in her ability to 
maintain the gold standard. 

In this quick trip down memory lane another im- 
portant point is May 1931, when the Austrian Kredit 
Anstalt folded up. American and French creditors lost 
no time in pulling out their German balances and all 
German banks but the Reichsbank had to close. Ger- 
many adopted many kinds of exchange controls to stop 
the run and for all practical purposes was off the gold 
standard. 

London banks were caught with their German funds 
frozen and this started unfavorable rumors including 
the possibility that Britain would be forced to suspend 
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gold payments. In other words, much the same thing 
began to happen to England as had previously hap- 
pened to Germany when foreign creditors withdrew 
their balances. 

It was said by some at the time that England could 
have avoided suspension by more efficiency in manu- 
facturing, by drastic cuts in wages and other costs so 
that her products could compete in world trade, but 
this is reckoning without the facts of political life. 

In the United States the effect of these catastrophic 
events was reflected in many ways, including the failure 
of 2,241 banks from June 1931 to February 1932. The 
impulse to run for cover had become general here and 
everywhere, and the first business of Congress when 
it met in December 20 years ago was to create the 
Reconstruction Finance Corporation in an effort to 
stem the fear. The dollar stayed on the gold standard 
until the spring of 1933 and the first coming of Presi- 
dent Roosevelt, when suspension occurred under cir- 
cumstances so carefully designed that, to this day, no 
one knows when it happened. 


Unchanging Change 


A Rip Van Winkle arriving home today would be 
struck by a number of interesting changes from those 
dead days, and a few sights that would be vaguely 
familiar. 

The intervening period has been marked by tremen- 
dous strides in mistrust among nations, in the game 
of pulling the rug out from under each other, in the 
handling of delicate economic problems unhampered 
by gold, common sense, or even good manners, and in 
establishing inflation as a way of life. 

We are in a boom instead of a depression. Twenty 
years ago we were taking funds out of Europe to save 
ourselves and now we are putting funds back at 
Europe’s disposal for the same reason. 

At that time capital was beset by fears of inflation, 
deflation, war, facism, communism and a lot of unde- 

(CONTINUED ON PAGE 136) 
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JANIKING 
‘| The OUTLOOK 
| and CONDITION OF BUSINESS 


Effective 


Internal Control 


Is the Best Remedy for Bank Fraud 


HENRY R. LICHT 


Distribution of Criminal Cases, National Banks, im 
Which Convictions Were Obtained, 1915-1931 


The following table, based on reporis of the Comptroller of the Cur- 
rency, was compiled by Lester A. Pratt and appears in his Bank 
Frauds, Their Detection and Prevention, published by The Ronald Press 
Company, New York, 1947: 


Deposit Liability 
‘ Under Over Convic- 
Position held by Defrauder $1,755,000 $1,755,000 tions 

Management: 

Directors 

President 

Vice-president 

Cashier 


Other Employees: 


Branch manager 
Trust officer 


Commercial and savings tellers 

Exchange teller 

Collection teller 

General ledger bookkeeper 

Individual and savings ledger 
bookkeepers 

Proof clerk 


Stenographer 
Runner 


Grand Total 
(Reproduced by permission of the publisher) 


Mr. LICHT, who is cashier of the 
First National Bank, Clairton, Penn- 
sylvania, wrote a thesis, Analysis of 
Internal Bank Fraud, in partial ful- 
filment of the requirements for aq 
Master of Arts degree at the Uni- 
versity of Pittsburgh. The article 
which follows is the first part of a 
condensation of Mr. LICHT’s thesis, 
covering some introductory and sta- 
tistical material on the subject. Sub- 
sequent condensations by MR. Licut 
will discuss controls that can be em- 
ployed to minimize the hazard of in- 
ternal fraud, including personnel 
controls, accounting and auditing 
controls, and inventory procedure 
controls. 

These articles will constitute a 
useful contribution to current dis- 
cussions of this important topic. 

Mr. LIcHT received his Master’s 
degree last June. 


HE subject of embezzlement in 
[antes is of vital concern to 

every banker. Something con- 
structive needs to be done to count- 
eract the alarming increase in 
defalcations, as shown by embezzle- 
ment cases being reported. Explor- 
ing the possibilities of the presence 
of or the occurrence of fraud within 
its own organization is the first step 
a bank should take toward eliminat- 
ing the hazard. The study of its ex- 
posure to fraud is a duty every bank 
owes to its stockholders, its depos- 
itors, its employees, its community, 
and the banking fraternity. Not only 
does the presence of fraud produce 
substantial loss to the bank in a 
monetary way, but the detractory 
publicity provoked by its discovery 
creates much unfavorable public 
sentiment, even ridicule. 

It seems that banks have been 
too prone to depend on examina- 
tions by government authorities to 
reveal irregularities which lead to 
the discovery of fraud. Such reli- 
ance is entirely unfounded. Uncov- 
ering fraud is purely incidental to 
the primary purpose of bank exam- 
inations. Federal and state author- 
ities responsible for the examina- 
tion of the condition of banks are 
concerned chiefly with the determi- 
nation of the soundness and liquidity 
of the assets owned by the banks in 
relation to their deposit liabilities. 
Bankers must realize that it is im- 
practical for bank éxaminers to 
make anything like an effective 
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audit. It is squarely up to the banks 
to make their own provisions for 
such audits. 

‘Evidently, the only examination 
to which many banks subject them- 
selves is a periodic directors’ audit. 
This audit is often performed by a 
committee of the bank’s own di- 
rectors appointed by the board. An 
audit of this nature achieves a use- 
ful purpose and complies with the 
letter of the law requiring a di- 
rectors’ audit at least once a year, 
‘put it should not be relied upon to 
uncover fraud. Bank directors are 
capable business men in their own 
fields, whose discernment merits 
confidence. Their intimate associa- 
tion with the bank’s officers and 
other employees, however, tends to 
create a feeling of unquestioned 
faith in the integrity of their officers 
and employees. Naturally, the di- 
rectors would have no reason to sus- 
pect fraud. Furthermore, their pri- 
mary objective is to establish the 
correctness of the bank’s assets and 
liabilities as shown by the records. 
Without specialized training in 
bank accounting teehnique, they 
cannot be expected to discover 
cleverly concealed fraud in the ac- 
counts. 


Unsolvable? 


The problem of combating bank 
fraud is a baffling one. Many bank- 
ers seem to think it unsolvable. The 
only apparent reason that more 
fraud is not perpetrated is because 
of the generally high quality of 
character of the average bank em- 
ployee. He is a trusted employee in 
a@ position of trust. This is as it 
should be. His character and repu- 
tation should have been carefully 
checked before he was employed. 
Bank employees, as a class, are re- 
garded by surety companies as the 
best risks. They are considered 
above average in integrity. To help 
them maintain their intrinsic hon- 
esty and fidelity is a duty that bank 
management should not shirk. More 
effort should be expended toward 
this end. 

The question of what to do about 
the problem has occupied the atten- 
tion of many bankers, and various 
proposals have been offered as a pos- 
sible answer. It is unlikely that any 
single control could be devised to 
prevent fraudulent acts. Neverthe- 
less, there is need for earnest study 
of the situation with a view to min- 
imizing the incidence of fraud. An 
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endeavor has been made in this 
study to arrive at the best and most 
practical solution to the problem by 
pursuing the following procedure. 
~ First, analyses of criminal cases 
were studied to determine by whom 
the majority of bank embezzlements 
were being committed; that is, to 
ascertain which positions in a bank 
provide the most opportunities for 
theft and for its concealment. 

Second, detailed descriptions of a 
number of individual cases of bank 
embezzlements were studied to learn 
just how the thefts were committed 
and what methods were used to con- 
ceal them. An analysis of these cases 
reveals that the fraudulent acts of 
a large majority of the criminals in- 
volved in bank embezzlements are 
contained within a rather definite 
pattern. The analysis also shows the 
weaknesses of controls or lack of 
safeguards which might have pre- 
vented or uncovered the acts com- 
mitted. 

Third, as a result of the studies, 
there are recommended certain in- 
ternal control procedures and other 


related safeguards designed to over- 
come the weaknesses evidenced by 
the analyses made. In retrospect, 
every case of bank fraud glaringly 
illustrates a negligent omission of 
adequate control over the operations 
of the employee who committed the 
fraud. The bank defrauded has either 
overlooked establishing proper safe- 
guards over the functional opera- 
tions involved or has allowed a lax- 
ness to creep in which permitted a 
breakdown in the established con- 
trols. 

Armed with the knowledge of 
which positions are most vulnerable 
to fraudulent attempts and how the 
fraudulent acts are most likely to 
be perpetrated and concealed, bank 
management should be able to insti- 
tute and maintain appropriate con- 
trols to reduce the hazard of such 
fraud. 

No attempt is made to cover every 
department of a bank. While many 
of the measures considered will ap- 
ply in a general way to other depart- 


ments of a bank, the — 
(CONTINUED ON PAGE 104) 


Methods Used in Committing Fraud 
A tabulation of a certain portion of the 1,144 cases analyzed by Mr. 
Pratt is made to indicate the most prevalent methods used in committing 
the fraud. This data is from the same book, Bank Frauds, as that on the 


opposite page: 


Paying and 
Receiving 
Tellers 


Method Used in 
Committing Fraud 


Misappropriation of deposits.... 

Fictitious charges against cus- 
tomers’ accounts (unauthorized 
withdrawals) 

Checks forged by teller against 
customers’ accounts 

Unauthorized charges against dor- 
mant accounts 

Lapping of deposits 

Abstraction of cash with no at- 
tempt to cover up shortage... 

Abstraction of cash from cash 
drawer and overstatement of 
cash on hand 

Charging personal checks to other 
customers’ accounts 

Destroying principal’s checks be- 
fore they could be recorded on 
the ledger 

Irregular cash items 

Overstating deposits and under- 
stating checks posted to cus- 
tomers’ accounts 

Withholding of ledger cards to 
cover misappropriations 


Individual 
Ledger Savings 
Department Department 


78 32 


26 43 


12 


11 


12 


16 


(Reproduced by permission of the publisher) 
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Some Hazards of Present-Day Lending 


Mr. DAvis is vice-president of 
the State-Planters Bank and Trust 
Company of Richmond, Virginia. 
He is a member of the American 
Bankers Association’s Credit Policy 
Commission and of the faculty of 
The Graduate School of Banking, 
conducted by the American Bankers 
Association at Rutgers University. 
In September BANKING he wrote 
“What’s Ahead for Bank Credit?” 


OR a number of years we have 
excellent experience 

with our loans. The problem 
credits which we have faced have 
been few and far between. Business 
conditions have been good in the 
main, though some industries (tex- 
tiles, furniture, household appli- 
ances, television, hosiery, and some 
others) have been suffering from 
overproduction. This condition has 
created some very real worries and 
difficulties along the line from man- 
ufacturer to wholesaler to retailer. 
Most of these problems have been 
handled in an intelligent and cooper- 
ative way by the lenders, and a good 
number have turned the corner and 
now are in good condition again. 


Pressure Still Alive 


Business for a large part of this 
year followed a sidewise movement 
to some extent, but we are told that 
the inflationary pressures are far 
from dead. With the rapid increase 
in Government spending which is 
taking place and which should con- 
tinue at an accelerated pace in 1952, 
it would appear that the forces of 
inflation will be strong in the spring 
and summer of next year. A pros- 
perous and very busy new year is 
prophesied by many economists, 
though some warn that a downturn 
may occur. 

Despite the probable good busi- 
ness in 1952, and the fact that our 
loan portfolios appear in good con- 
dition, it would seem wise at this 
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time to pause and give thoughtful 
consideration to the hazards of 
present-day lending and to prepare 
as best we can for the days ahead. 
This is intelligent for several reas- 
ons. 

First, we know that some of the 
loans on our books can become 
problems if we are not vigilant. 

Second, we have had many recent 
illustrations of the fact that a par- 
ticular industry can become sick at 
a time that the economy as a whole 
is most prosperous. 

Third, operating as we are and 
have been for some time in the 
boom phase of the cycle, we should 
understand that everyone—the pub- 
lic, our customers, and ourselves— 
can become conditioned to the psy- 
chology bred by good-time circum- 
stances which create the illusion 
that “the party will last forever.” 
This results in mistakes and costly, 
foolish policies and actions, as 
supervision becomes lax and only 
superficial consideration is given to 
business decisions. 

Fourth, the problem loans of the 
decline and depression phases of the 
business cycle are spawned in a pe- 
riod such as this. 

Isn’t it proper to use our bright 
lights for driving now and shouldn’t 
we try to anticipate the holes, the 
curves and road blocks which are 
on the road ahead? 

Let’s first determine some of the 
problems which have arisen recently 
as this may give us some idea of 
the nature of the situations which 
are likely to appear in other credits 
in the future. Maybe the presenta- 
tion of some actual cases will help. 


The Hazard of Overtrading 


What can be the effect of a down- 
turn in business upon a company 
which has enjoyed exceedingly ac- 
tive sales and a very rapid turnover 
of merchandise? The ABC Com- 
pany is a wholesaler of appliances, 


radios, television sets and the like, 
and is under experienced manage- 
ment. The company operates in a 
good territory, represents strong 
manufacturers and has established 
outlets for its sales. 

For a period the backlog of de- 
mand for its merchandise, coupled 
with the spending spree of the pub- 
lic, created a great shortage of its 
products. The company had no sales 
problem during this time; in fact, 
its major difficulty was to acquire 
merchandise and the management 
devoted itself most actively to a 
solution of this. 

In the first three quarters of the 
fiscal year which ended on March 
31, 1951, this company’s sales were 
running at the annual rate of 20 
times net worth. Total debt was 
large, but this was owing mostly 
in the trade with which the com- 
pany was discounting. So long as 
business continued at this rate, 
everything was all right, as the 
high turnover of inventory and re- 
ceivables enabled the company to 
service its heavy debt and rely only 
nominally on its banks. 

Early in 1951, however, sales 
slowed down materially and leveled 
off to a figure more in keeping with 
prior normal turnover—about six 
times annually. In a matter of days, 
inventory piled up, debt increased 
most materially and disproportion- 
ately, and, by March 31, 1951, the 
company was in a frozen, topheavy 
debt condition. 

In subsequent months, indebted- 
ness has been reduced materially 
as inventory has been liquidated 
and the company is now in a reason- 
ably satisfactory financial condition. 
It was “touch and go” for a while 
and during this period there was 
considerable doubt that the com- 
pany could work out its problem. 
The lesson here is this. We should 
follow very, very carefully those 
companies whose volume is exces- 
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sive, aS a decline in sales of such 
an organization can quickly cause 
a frozen, topheavy, dangerous situ- 
ation. 


The Hazard of Heavy and 
Unbalanced Inventory 


The DEF Company is a very old, 
highly regarded business. In recent 
years its sales have been declining 
and its inventory has been rising— 
in dollars and in relation to sales. 
In 1947, merchandise turned about 
five and one-half times and sales 
were about three times net worth. 
For its most recent fiscal year, 
merchandise turned only twice and 
sales were twice net worth. Last 
year its inventory was large, some- 
what shopworn, partially obsolete 
and unbalanced, with the result 
that most sales were made from 
new merchandise purchased rather 
than from old stock. Many sales 
were lost because consumer-desired 
merchandise was not in stock and 
its old, unbalanced inventory lacked 
consumer-purchase appeal. This is 
no loan problem now, as the com- 
pany so far has been able to operate 
almost entirely on its own capital. 
This is the old, old story of unwise 
buying causing an unbalanced in- 
ventory and, in turn, resulting in 
declining sales. 


The Hazard of Fixed Asset 
Expansion 


The GHI Manufacturing Company 
decided early in 1950 that then was 
an excellent time to enlarge its pro- 
ductive capacity and improve its 
competitive position. The company’s 
machinery was not the most modern 
and the expansion program, from 
a cursory view, appeared reasonable, 
though careful consideration was 
not made of the industry nor of 
the potential markets for the capa- 
city production of the industry. The 
management felt that its net worth, 
plus contemplated new capital, was 
sufficiently large to justify the ex- 
penditure in fixed assets with no 
long-term financing being contem- 
plated. The organization always bor- 
rowed for its short-term seasonal 
requirements. So the company about 
doubled its dollar fixed assets and 
increased its productive capacity by 
about 50 percent. 

Almost immediately upon the 
completion of the fixed assets ex- 
pansion, there developed an unex- 
pected overproduction in the indus- 
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try. The company’s manufacturing 
costs declined but the unsettled 
market condition, caused by the 
overproduction, resulted in only a 
modest expansion in sales rather 
than the material increase antici- 
pated. For the first time in over 30 
years the company suffered a loss; 
in fact, one that wiped out about 
20 percent of net worth. (1) This 
drop in worth, (2) the fact that 
the fixed assets cost more than was 
originally contemplated, and (3) a 
heavy, slow-turning inventory which 
hadn’t moved to the trade as it had 
in former years, all together brought 
about a topheavy indebtedness. 

Through careful merchandising 
and industry-wide cooperation 
(most companies had heavy inven- 
tories) this company will work out 
of its problem. This will not be an 
unusual case, as we will find many 
companies expanding fixed assets 
unwisely in the next few years. 
Some thoughtful people believe that 
the productive capacity of the coun- 
try is beyond the knowledge or 
comprehension of us all. They point 
to the expansion in productive facil- 
ities since World War Il—well over 
$100-billion—and express the opinion 
that many companies will be ill ad- 
vised to expand fixed assets now, 
at what may well be somewhere near 
the end of the prosperity curve of 
the business cycle. 


The Hazard of Higher 
Break-Even Points 


Higher costs appear to have priced 
the JKL Company out of its mar- 
ket. A food manufacturer of an in- 
expensive product, enjoying strong 
demand prior to and during World 
War II, the company today is oper- 
ating unproficably and in all likeli- 
hood is headed towards eventual 
liquidation. Its basic raw material 
today costs much more than it did 
prewar and this is primarily re- 
sponsible for causing competitive 
products, not subject to the same 
relative increase in costs, to take 
over the market. The company’s 
1947 sales were 70 percent of the 
1946 figure. Sales for 1948 were 
one-half of 1947 and about one- 
third of 1946. They have about 
stabilized at the 1948 figure. The 
company has not been able to in- 
crease its prices to offset fully the 
higher costs because of the keen 
competition from other products. 
Operations are still unprofitable, 


though controllable expenses and 
costs have been cut time and time 
again. Of course, the rigidity of 
labor rates has not aided in adjust- 
ing to the present situation. This 
story illustrates that higher break- 
even points can create very real 
hazards in business operation. If 
costs become too high and are so 
rigid that appropriate adjustments 
cannot be made, a loss of markets 
to competitive products can result. 


Some Other Hazards 


So much for case histories. But 
there are other problems which we 
face in a period such as this. 

(1) What about the new busi- 
ness? Perhaps there are more new 
businesses begun in a period such 
as this than at any other phase 
of the cycle. Statistics show the 
high mortality of new businesses. 
Loans to new businesses frequently 
carry more than the normal degree 
of risk and possibly in an inflation- 
ary period have more elements of 
danger than at any other time. 

Closely related to this problem 
is the hazard which may be present 
in the change of operation of an 
old, established concern. The ac- 
quisition of new products, the ex- 
pansion of its territories, a drastic 
change in manufacturing or in sell- 
ing methods all require the close 
analysis of the lender. 

(2) The failure of many com- 
panies to watch expenses adequately 
today is a real hazard. High taxes 
when business is profitable encour- 
age careless expenditures and loose 
control of expenses. A high ex- 
pense ratio can wreck a business. 

(3) Selling, in a period of scarce 
goods, can become a lost art. When 
goods must be sold rather than 
orders taken, a change in volume of 
business can result. We must watch 
the sales ability of borrowers. 

(4) Prices fluctuate widely and 
the higher price level today creates 
more risk for business. Combine this 
with the risk of high debt in rela- 
tion to net worth and the stage is 
set for real trouble, in the event of 
a price drop, for both borrower and 
lender. We have seen extreme cases 
in which a 20 percent decline in in- 
ventory prices would wipe out 25 
percent of net worth. 

(5) We should consider the prob- 
able greater needs of our customers 
for increased short-term credit. We 

(CONTINUED ON PAGE 130) 
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| A Backward Step 


E. M. BERNSTEIN 


Mr. BERNSTEIN is director of the 
research department of the Interna- 
tional Monetary Fund. 


T no time since the end of the 

war have the public and the 
monetary authorities, in all coun- 
tries, been so concerned with the 
danger of inflation as they are to- 
day. When people consider what 
could be done to avoid inflation, it 
is natural that some of them should 
think of restoring the gold standard. 
The gold standard has in the past 
made a positive contribution to 
maintaining monetary stability, and 
under proper conditions an interna- 
tional monetary system based on 
gold could do this again. The impor- 
tant thing, however, is to concen- 
trate on the essential features of the 
gold standard, without being con- 
cerned with mere historical relics 
which are now irrelevant and may 
be definitely harmful. 

What are the essential features of 
an international gold standard? 
First, national currencies should be 
defined in terms of gold, the parities 
so established should not be lightly 
changed, and monetary policies 
should be directed toward their main- 
tenance on a sound basis. Second, 
the monetary authorities should ac- 
cumulate and use gold reserves to 
meet balance of payments deficits 
and to protect the parity of the cur- 
rency, and thus avoid restrictions on 
imports and other current interna- 
tional transactions. Third, currencies 
should be made freely transferable 
and convertible for current interna- 
tional transactions, so that in inter- 
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national payments national curren- 
cies should in fact be equivalent to 
gold. Insistence upon redemption in 
gold coin would prevent general ac- 
ceptance of such an international 
monetary system. 

The present gold reserves of many 
countries are not adequate to permit 
them to take the risks involved in 
removing restrictions on current 
payments and establishing converti- 
bility of their currencies. If they had 
to redeem their currencies in gold 
coin—at almost any acceptable par- 
ity—their reserves would soon dis- 
appear. Instead of moving gradually 
toward the elimination of restric- 
tions and establishing international 
convertibility, they would be com- 
pelled to intensify their restrictions 
and give up any hope of restoring 
the convertibility of their currencies. 


E. M. Bernstein 


QUESTION: What | 


Especially in these times of interna- 
tional political uncertainty, with 
ever-present risks of widespread 
panic in many parts of the world, it 
is folly to think of European coun- 
tries, for example, redeeming their 
currencies in gold coin. 

In the United States, gold reserves 
are large relative to the foreseeable 
needs of the national economy. 
Nevertheless, even in the United 
States it would disrupt the monetary 
and banking system to establish re- 
demption of currency in gold coin. 
Sudden withdrawals of gold coin by 
the public in a time of stress would 
decrease the reserves of the banking 
system, and necessitate a sharp and 
undesirable contraction of credit. 
Such haphazard changes in banking 
reserves, totally unrelated to busi- 
ness needs, would make it very dif- 
ficult for the Federal Reserve Sys- 
tem to maintain a credit policy con- 
ducive to national or international 
stability. 

It is futile to seek to restore any 
historical feature of the gold stand- 
ard which is now impractical and 
even harmful. It is wiser to seek 
international acceptance of a mone- 
tary system in which suitable gold 
parities would be established for 
national currencies, adequate gold 
reserves maintained and used, and 
international convertibility of cur- 
rencies restored. These features are 
incorporated in the objectives of the 
International Monetary Fund. If na- 
tional governments will shape their 
financial policies so that these objec- 
tives can be achieved, we shall be 
a long way on the road to a high 
degree of monetary stability, na- 
tionally and internationally. The free 
redemption of national currency in 
gold coin is a backward step that 
would indefinitely delay the estab- 
lishment of a truly international 
monetary system. 
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Gold Is Restored? 


A Golden Opportunity 


PHILIP M. McKENNA 


The author is national chairman 
of the Gold Standard League, La- 
trobe, Pennsylvania. 


Sweeps Fulton 


County,” “Cleveland Indians 

Swamp Yankees,” and “Trea- 
sury To Resume Gold Coin Payments 
June 30, 1952.” What happens? 

Immediately, not so much. On 
April 20, 1933, a headline in the 
New York Times read, “Gold Stand- 
ard Dropped For The Present.” 
Secretary Woodin said, “It is for the 
time being” and “to meet an emer- 
gency.” 

But since then we’ve had deficits 
in 15 out of 18 years, taxes have 
increased 1,129 percent and the dol- 
lar buys one-third as much. Head- 
lines of October 30, 1933, read “Tug- 
well Defines ‘Soundest Dollar’ to be 
that defined by President Roosevelt 
as one having substantial equality of 
purchasing power and debt-paying 
power from one generation to an- 
cther.” Widely read economists in 
1951 say purchasing power of the 
dollar will deteriorate 2 to 3 per- 
cent a year and as much as 10 per- 
cent deterioration a year will be 
tolerated before citizens take steps 
to remedy it. All that didn’t happen 
immediately. Nor need we expect 
violent consequences when we re- 
turn to redeemability. But it will 
herald a change from irresponsibil- 
ity to responsibility. 

Of the $22-billion in gold in our 
Treasury, cautious citizens may 
withdraw $2- to $5-billion instead 
of buying another store of value, 
such as an extra tractor which they 


December 1951 


may not need now, but which they 
buy because “the way things are 
going” tractors may cost more next 
year. The gold won’t rust, the trac- 
tor might. Congress would realize 
that further withdrawals might oc- 
cur if they continued to spend more 
than they collect in taxes. Bureaus 
to control prices and to allocate 
supplies could be dispensed with; 
elimination of Government loans 
and projects to subsidize producers 
would take another load off the 
Treasury. Expenses would be cut. 

Americans do not typically hoard 
gold. Thoughtful people would say, 
“Now that the Government ‘makes 
good’ in our standard of value, bonds 
are ‘as good as gold’.” 

Would foreigners having balances 
in America be inclined to withdraw 
them from a country unqualifiedly 
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committed to the gold coin standard? 
No, it would seem a safe place. 

Would gold smugglers continue 
to make headlines? No, bootlegging 
stops when prohibition ends. 

Would foreign countries put a 
drain on the Treasury? Foreign 
central banks now obtain bullion at 
$35 per ounce when they have favor- 
able balances, but on the whole 
American industry is so productive 
that we have more experts than 
imports. 

Moreover, when redeemability ex- 
ists, more, not less, well-founded 
credit for worthwhile purposes can 
exist. When the unseen and uncer- 
tain thumb of inflation by irre- 
sponsible butchers no longer has to 
be taken into consideration in weigh- 
ing every transaction in which the 
future value of money is concerned, 
“the promises men live by” can be 
validated. National. efficiency can 
improve. 

What would happen if we returned 
to the gold standard June 30, 1952, 
is different than if deferred until 
the dollar is weaker. Today we 
have 10 percent gold _ reserves 
against the total of all currency plus 
bank deposits. In 1920 it was 7.1 
percent and in 1926, 8.2 percent, 
which was deemed sufficient. 

It is significant that the two 
longest depressions in American 
history, 1873 to 1879 and 1930 to 
1936, were characterized by irre- 
deemability of currency. 

We went off the gold coin stand- 
ard in 1933 when it was said prices 
were too low and productive capac- 
ity too great. Should it surprise 
anyone if we returned to the gold 
coin standard when faced by threat 
of war and scarcities alleged to be 
so great as to justify controls? 

In 1878 John Sherman said, “The 
way to resume is to resume.” The 
same applies today. 
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The checks were cavorting regardless of rank. 


In the good season's spirit they merrily thought : j 
Of the manifold things their proceeds had bought. : 
A small one remarked to his neighbor that he, 


Before being cancelled, had paid for a Tree; 
And a plump ifem smiled as he modestly said 


To bring young and old Xmas measuve of fun. 
When a 4-fiqure item yelled, ‘Hey, youquys, pause — 
Take. good look at me, for Im Sarita Claus!" 
ON 


That starled a riot, so lively infach 


Ten thousand others got into the act. ah 


a “The truth of the matter is simple and clear," 


Held steeved good Saint Nick toa maimed soldiev’s bed.:&: Quoth a two-dollar humber, Were all Saritas here!" 
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Twas the night before Christmas and all through the bank = So others chimed in fo report what they'd done 


Directing Directors 


Dr. IRWIN is economist of the 
American Bankers Association, as- 
sociate director of The Graduate 
School of Banking, and secretary of 
the A.B.A. Economic Policy Com- 
mission. 


speeches have been made, 

and there has been wide- 
spread discussion of the part that 
should be played by the directors of 
banks, and also about how the same 
directors can be induced to play 
their full part. But, at last, some- 
thing concrete, useful, and promis- 
ing has been done about it. That 
“something” was a one-day “Man- 
agement Conference for Directors 
and Trustees of Vermont Banks,” 
sponsored by the Committee on 
Bank Management and Research of 
the Vermont Bankers Association, 
held at The Woodstock Inn, Wood- 
stock, Vermont, on October 26. The 
idea started in March 1951 during 
an automobile ride taken by Kings- 
land Weed, secretary of the state 
association, Moritz Kuhn, chairman 
of the committee, and George Amy 
of the A.B.A. staff. 


M UCH has been written, many 


Management Attends 


And what a meeting it was! More 
than 200 men, representing manage- 
ment, directors, and trustees at- 
tended. They came from all parts of 
the state, and from all sizes of 
banks. Among the directors and 
trustees were men from almost 
every line of business, but they 
gathered for the specific purpose of 
hearing about their responsibilities, 
duties, and liabilities as bank men. 
It was an eye-opener, even to the 
sponsoring committee, to see how 
earnestly these men listened to 
every speaker, and to hear the ques- 
tions they asked when given an op- 
portunity to do so. But, better still, 
it was tremendously gratifying to 
that same committee to hear, after 
the meeting, “Why haven’t we done 
this kind of thing sooner? Let’s 
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A Pioneer Meeting 


WILLIAM A. IRWIN 


Tue morning session of the Vermont Management Conference included 
talks by Lundie W. Barlow, supervising examiner, FDIC, Boston; Hollis 
S. Haggard, chief national bank examiner, First Federal Reserve Dis- 
trict; Earle O. Latham, vice-president, Federal Reserve Bank of Boston; 
Alexander H. Miller, commissioner of banking and insurance, State of 
Vermont, and Harold B. Hassinger, auditor, The First National Bank of 
Boston. Louis C. Desautels, president, Orleans Trust Company, New- 
port, and president of the Vermont Bankers Association, presided. 

In the afternoon, with John W. Burke, vice-president and cashier, Rut- 
land County National Bank, Rutland, presiding, the directors and trus- 
tees heard J. Stanley Brown, vice-president, The Chemical Bank & Trust 
Company, New York, and William A. Lyon, superintendent of banks, 


State of New York. 


Moritz A. Kuhn, comptroller, Chittenden County Trust Company, Bur- 
lington, presided at the evening summarization of the day’s busy 


program. 


have more such meetings in the fu- 
ture. This was good!!” 

What kind of a program was this? 
Who did the talking? What did they 
talk about? How long did the ses- 
sions last? How was the conference 
run? 

Well, here are the answers. The 
program consisted of remarks by 
representatives of bank supervisory 
agencies—the FDIC, the “Fed,” the 
Federal Reserve examiners, and the 
Commissioner of Banking. These 
were followed by three outstanding 
talkers and a closing “summary of 
the day.” 


Viewpoint Diversity 


The men who talked were a super- 
vising examiner, a chief national 
bank examiner, a vice-president of 
the Federal Reserve Bank of the dis- 
trict, the state banking commis- 
sioner, the auditor of a great metro- 
politan bank, the personnel officer of 
another and, finally, a visiting su- 
perintendent of banks from a neigh- 
boring state who, presumably, could 
“lay it on the line” more palatably 
than could the state official in talk- 
ing to his own “customers.” 

It was laid on the line, too. Those 
directors were told, in a pleasing but 
very convincing manner, just what 
was involved in being a bank direc- 
tor. They were reminded that, in 


some cases, top bank management 
was aging, and that they, as direc- 
tors, should see to it that provision 
was being made within their banks 
for a trained and competent “line of 
succession.” Then they were re- 
minded that their banks, being 
quasi-public institutions, performed 
functions that affected not only 
their depositors but also whole com- 
munities and, therefore, in the ag- 
gregate, even the welfare of the 
whole nation. Two more points were 
stressed—that the directors were 
policy-makers (if they did their job 
right) and that their legal duties 
were spelled out in detail in the 
statutes of the state. To punch that 
point home, someone reminded them 
of an old legal maxim, ignorantia 
legis non excusat, which, freely 
translated into the American lan- 
guage, means that ignorance of the 
law is not a good excuse. 


Directors, Direct! 


The points that were emphasized 
in the course of the addresses might 
be summarized like this: Directors 
should direct. Negatively, they 
should not be mere window dress- 
ing, rubber stamps for the actions 
of management, emotionally acti- 
vated, excessively aggressive or 
domineering, tolerant of inferior 

(CONTINUED ON PAGE 82) 
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The author, a certified public ac- 
countant, is a partner in the firm 
of Garrison & Gresser, acountants 
and auditors of Topeka, Kansas. 
He is a member of the Kansas Soci- 
ely of Certified Accountants and of 
the American Institute of Account- 
ants. He has recently written in 
BANKING on “Minimizing Excess 
Profits Taxes.” 


N October 20, 1951, the Presi- 
QO dent signed the Revenue Act 

of 1951, after the House of 
Representatives, in an action with- 
out precedent and with a strange 
coalition of votes, had defeated the 
criginal bill presented by the con- 
ference committee. The new Act 
represents the third major increase 
in Federal taxes since the outbreak 
of hostilities in Korea. The Revenue 
Act of 1950 increased taxes by $6.1- 
billion; the Excess Profits Tax Act 
of 1950 increased taxes by $3.9- 
billion; the Revenue Act of 1951 
will increase taxes by approximately 
$5.7-billion; taxes have been in- 
creased in total by approximately 
$15.7-billion in a 13-month period, 
with estimated receipts in 1952 of 
$63.7-billion. The Senate Finance 
Committee introduced its report on 
the original bill with the following 
remarks: 


“Never before has so much addi- 
tional revenue been raised in so 
short a period of time. Moreover, 
these three revenue measures have 
brought the income tax burdens of 


The Revenue Act of 1951 


DON F. GRESSER 


most corporate and individual tax- 
payers near the World War II peak 
and for many such taxpayers the 
rates imposed under your commit- 
tee’s bill are above the maximum 
rates imposed during World War II. 
As a result, your committee has 
serious doubts as to the feasibility 
of raising any substantial addi- 
tional amounts of revenue from in- 
come tax sources. This is said al- 
though it is recognized that present 
expenditure estimates made by the 
executive departments indicate very 
substantial additions to Federal ex- 
penditures next year. In view of 
this, your committee believes that 
every effort must be made to reduce 
expenditures.” 


The Revenue Act of 1951 consists 
of approximately 150 amendments 
to the Internal Revenue Code. While 
the Act is primarily a revenue pro- 
ducing measure, a number of re- 
lief and equity provisions are in- 
cluded. This paper is intended 
primarily to be an explanatory dis- 
cussion of only certain sections 
affecting a number of individual 
and corporate taxpayers; space will 
not permit discussion or even listing 
of each section of the new Act. 


Individuals 


The new law boosts surtax rates 
by about 11 percent in the lower 
brackets, with a tapering off in the 
higher brackets and a ceiling in- 
crease from 87 percent to 88 per- 


Comparative Income Tax Liability—Single Man 


Net Income Revenue 
After Act Revenue Act Revenue Act 
Deductions of 1948 of 1950 of 1951 
and 
Exemption 1949 1950 1961 1961 1952 
$ 2,000 $ 332 $ 348 $ 400 $ 408 444 
,000 948 985 1,100 1,126 1,226 
10,000 2,303 2,388 2,640 2,696 2,956 
25,000 8,912 9,220 10,015 10,336 1] ,336 
50 ,000 23 ,581 24,390 26 ,820 27,196 28 ,916 
100,000 59,221 61,245 67,320 67 ,796 70,216 


cent, for all individuals, estates, 
trusts, and other noncorporate tax- 
payers for taxable years ending 
after October 31, 1951, and begin- 
ning before 1954. It is interesting, 
if not convincing, to note that the 
increased rates are given a termina- 
tion date. While the present in- 
creases apply for only a 2-month 
portion of the calendar year 1951, 
a special rate table is provided 
which is to be used for the entire 
calendar year in order that calendar 
year taxpayers may avoid the double 
computation and proration calcula- 
tions required of individuals report- 
ing on a taxable year other than a 
calendar year. Income will be taxed 
at a uniform rate for calendar year 
1951, regardless of whether earned 
or received before or after Novem- 
ber 1. 

Individual taxpayers will find a 
delayed charge in the Revenue Acts 
of 1950 and 1951 similar to the 
second burst of destruction of the 
atom bombs recently fired in the 
Nevada desert. Many have over- 
looked the fact that their income 
tax for the calendar year 1951 will 
be about 10 percent higher than 
their 1950 tax solely by reason of 
the rate structure of the Revenue 
Act of 1950 and that, under the 
1951 Act, the major impact of the 
higher rates is postponed until 1952. 
The table of rates (at left) has 
been prepared to indicate more 
clearly the delayed effect of rate 
increases in the 1950 and 1951 Acts. 
The table shows the aggregate ef- 
fective normal tax and surtax (cents 
omitted) for a calendar year tax- 
payer under various laws from 1949 
to 1952, inclusive. 

Single persons who qualify as 
“head of a household” use a special 
tax table which provides approxi- 
mately half the income-splitting 
benefits enjoyed by a married couple 
filing a joint return, but this pro- 

(CONTINUED ON PAGE 133) 
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WIDE WORLD 


Repairs at the White House are progressing rapidly. For whom? 


The $91.6-Billion Congress 


HERE now stand, on the books 
the Treasury, appropriations 

for the fiscal year 1953 and sub- 
sequent years, approved by the last 
session of Congress, to the total 
of $91.6-billion. 

This total is the third largest in 
history, having been exceeded dur- 
ing only two years of World War 
If. It is the largest total of “peace 
time” appropriations. 

Contemplating this elephantine 
sum, influential Congressman are 
trying to find a way of seeing that 
such a large sum of money is never 
again—short of a great war—put at 
the disposal of an Administration to 
spend. 

One device is that which was tried 
two years ago, the so-called “single 
appropriation bill.” Under this plan, 
most of the routine appropriation 
bills were consolidated into a single 
measure. In theory the startling 
total called for in such a bill would 
lead to moves to hold down spending. 
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LAWRENCE STAFFORD 


Chairman Clarence Cannon (D., 
Mo.) of the House Appropriations 
Committee, Senator Harry F. Byrd 
(D., Va.), and probably a majority 
of the Senate approve of the restora- 
tion of the single bill, which was 
overturned this year by a majority 
within the House Appropriations 
Committee. 

Senator John McClellan (D., Ark), 
chairman of the Committee on Ex- 
penditures in the Executive Depart- 
ment, is in favor of a different mech- 
anism to hold down expenses. He 
would restore the Joint Budget Com- 
mittee provided for, but dropped 
later, in the Legislative Reorganiza- 
tion Act of 1946. Under this pro- 
posal the senior members of the tax- 
ing and appropriating committees of 
Congress would constitute a special 
committee to estimate revenues and 
to seek to provide that total appro- 
priations should be held within the 
limit of those revenues. 

There is another feature to the 


McClellan proposal. The Arkansas 
Senator would provide this Joint 
Budget Committee with a large staff 
of trained men, so that every im- 
portant agency of the Government 
would have an expert watching its 
affairs. This individual presumably 
would be competent to form an ini- 
tial judgment regarding the justifi- 
cation for appropriations sought for 
his particular agency. 

A third device to control expendi- 
tures is directed exclusively at keep- 
ing Congressional control of military 
spending. It is proposed that there 
be created a ‘“‘watch-dog” committee 
consisting of members of the Armed 
Services Committees. This group 
likewise would be staffed with spe- 
cialists, who would make it their job 
to know intimately all phases of 
military spending. 

None of these proposals has yet 
passed. All that Congress did last 
session in this respect was that the 
Senate appropriated an additional 
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$50,000 to increase the staff of ex- 
perts of its own Appropriations 
Committee. 

All these plans run into difficulties 
hindering their acceptance. The 
single appropriation idea is opposed 
because of the jealousy of sub-com- 
mittee chairmen of appropriations 
committees over the power they lose 
to the chairman of the full committee 
to set final appropriation totals. The 
joint committee idea arouses juris- 
dictional antagonisms of members 
of the appropriations and taxing 
committees. 

Hence it is difficult to tell whether 
any of these plans will be approved 
next year, and if so, which. 

If appropriations for fiscal 1953 
turn out next year to be lower than 
the amounts provided this year, it 
may be because of Congressional 
sentiment for economy rather than 
because of a legislative device. In 
this connection, there is a general 
feeling that Congress will refuse 


another tax boost next year, and 
that fiscal soundness must be 
achieved by holding down spending 
allowances. 


Collect Background for 
Monetary Study 


When the Monetary Subcommittee 
of the Congressional Joint Com- 
mittee on the Economic Report gets 
around to holding hearings on the 
relationship of the Federal Reserve 
System to the Administration, it 
will probably have before it a vo- 
luminous aggregation of opinions and 
some statistical information about 
many facets of this whole question. 

That is because the subcommittee 
has mailed out complete and com- 
prehensive questionnaires on several 
phases of monetary management, 
Federal Reserve policy, fiscal man- 
agement, and related subjects. 

For instance, the subcommittee, 
headed by Rep. Wright Patman (D., 
Tex.), has mailed 10 key questions 


HAVE YOU SEEN .... 


(1) A complete analysis of the tax changes enacted last session. It 
is contained in a Summary of the Provisions of the Revenue Act of 
1951 (H. R. 4478) as Agreed to by the Conferees, prepared by the staff 
of the Joint Committee on Internal Revenue Taxation. Write to the Joint 
Committee, U. S. Capitol, Washington, D. C. 


(2) The controversial Brannan Family Farm Policy Review. If your 
nearest county office of the Production and Marketing Administration 
does not have this, write to the Office of Information, U. S. Department 


of Agriculture, Washington 25, D. C. 


(3) An outlook conference discussion of Savings and Debt Position 
of Farmers and Causes of Changes in the Farm-Debt Structure and 
Their Significance also are obtainable from the Office of Information, 
U. S. Department of Agriculture, Washington 25, D. C. 


(4) Discussion of member bank earnings, with statistics, is in the 
Federal Reserve Bulletin for October. If not available, write for Member 
Bank Earnings, First Half of 1951, to the Board of Governors, Federal 
Reserve System, Washington 25, D. C. 


(5) A Congressional view of the operations of the Defense Produc- 
tion Act. Write to the Joint Committee on Defense Production, U. S. 
Capitol, Washington, D. C., for the First Annual Report of the Activi- 
ties of the Joint Committee on Defense Production. 


(6) The questions the Monetary Subcommittee is asking bankers and 
others. These are contained in Questions on General Credit Control and 
Debt Management, which may be obtained from the Subcommittee on 
General Credit Control and Debt Management, Joint Committee on the 
Economic Report, U. S. Capitol, Washington, D. C. 


(7) The National Voluntary Credit Restraint Committee’s analysis 
of typical cases referred to the regional VCR committees by lending 


institutions. 


This is a succinct guide to voluntary credit restraint. 


Write to the Chairman of the National Voluntary Credit Restraint 
Committee, Board of Govenors, Federal Reserve System, Washington 
26, D: ©. 


to 700 bankers. In addition it hag 
sent 44 questions to the Secretary 
of the Treasury, 59 to the chairman 
of the Federal Reserve Board, two 
to the chairman of the Federal Cpen 
Market Committee, 35 to each of the 
presidents of the 12 Federal Reserve 
banks, 21 to the Council of Economic 
Advisers, 22 to the Comptroller of 
the Currency, 23 to the chairman of 
the FDIC, one to the RFC adminis- 
trator, eight to state bank super- 
visors, eight to economists, three 
to life insurance company executives, 
and five to dealers in U. S. securities. 

These replies will be correlated 
and tabulated by the chief of staff 
to the Monetary Subcommittee, Dr. 
Henry Murphy. The resulting com- 
pendium of opinions and information 
will be published as a source ma- 
terial book to provide a substantive 
setting to the open hearings. 

A similar procedure was followed 
when the subcommittee, then under 
the chairmanship of Senator Paul 
Douglas (D., Ill.), made a study of 
Federal Reserve-Treasury relation- 
ships two years ago. 


VCR 


An instance has come to light 
which illustrates the capacity of 
VCR to channel credit into neces- 
sary uses, the fundamental VCR 
function. 

The town of Hominy, Oklahoma, 
had lost about one-third of its popu- 
lation because its oil wells were run- 
ning dry. The town learned that a 
shoe manufacturer in the Cincinnati 
area was about to close his factory 
on account of a labor shortage. The 
town suggested that this manufac- 
turer move to Hominy, where there 
was, of course, a labor surplus, and 
the town was willing to borrow 
money to aid him. Hominy’s request 
to borrow on a bond issue was put 
up to VCR. The case was further 
made attractive because the shoe 
manufacturer had defense contracts. 
VCR approved. 

VCR’s positive manner of channel- 
ing credit to desirable uses as well 
as its effect in eliminating nones- 
sential and inflationary employment 
of credit was further illustrated in 
a 7-page digest of typical cases 
referred by lending institutions. 
The compilation was issued by the 
National VCR Committee. 

“The regional committees have 
been guided in rendering opinions 
(CONTINUED ON PAGE 126) 
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GOVERNMENT BONDS 


MURRAY OLYPHANT 


ust 


action or indifference.” This adequately de- 

scribes the market for the longer-term Govern- 
ment bonds in October, during which very slight 
action by sellers and inaction by buyers depressed 
quotations anywhere from 1, to % a point. All the 
“tap” 244s and 214s, even including the earlier eligible 
issues, behaved about the same. As usual of late 
months, the partially tax free issues, whose tax ad- 
vantage has been improved by the final passage of the 
new tax bill, gave a better performance. The longest 
partially tax free issue—23, percent 65/60—lost only 
44. as compared with a 1%. drop for the longest fully 
taxable bank eligible issue—2% percent 9/15/67/62. 
The two issues first to be eligible for commercial bank 
purchases, namely the 214s 6/15/67/62 eligible on 
May 5 and the 214s 6/15/59/62 eligible on June 15, 
behaved no better than the later eligible issues. The 
first lost 1545 and the latter 1445. 

This is not really surprising as the current forecast 
from the market landing field in the spring months is 
“visibility zero.” It is further not surprising, first, 
because the income advantage of longer maturities 
has lessened considerably since the short-term rate 
rose to present levels, and, second, because most usable 
funds are already employed with nothing to spare 
for long-term governments. 

Commercial banks have their resources pretty fully 
employed in their loan portfolios; savings banks are 
still taking up their mortgage commitments, as is true 
also for insurance companies, while both insurance 
companies and other investment funds have found 
corporate offerings available at desirable yields. In 
addition, the subjection of the earnings of savings 
banks to Federal income taxation has turned their 
attention to tax free municipal issues, notably during 
October, to the offerings of the various public housing 
authorities. All in all, the slippage of quotes under 
the circumstances was to be expected. 


W EBSTER defines “lethargic” as “a state of in- 


Short-Term Market Active and Strong 


Stimulated by pretty easy money conditions early 
in October, and by the issue of the tax anticipation 
notes on the 23d, most of which were taken by com- 
mercial banks and paid for by credit to their tax and 
loan accounts, the short-term market was both active 
and strong. For example: 


Treasury 86 day Bills 
1%% Cifs. 4/1/52 
7/1/52 
9/1/52 
134% Notes 3/15/54 
Notes 3/15/55 


134% Notes 12/15/55 99 99-3/32 


December 1951 


Sept. 28 

Bid Asked 

1.68% ~ 1.65% 

1.73% - 1.69% 

1.77% - 1.74% 

1.78% - 1.75% 
99-20/32 - 99-22/32 
98-14/32 - 99-16/32 


Nov. 2 
Bid Asked 
1.54% - 1.48% 
1.54% 1.50% 
1.62% - 1.58% 
1.69% — 1.65% 


98-20/32 98-27/32 
98-17/32 - 98-19/32 


99-7/32 - 99-9/32 


These reductions in yield are symptomatic of the 
general attitude of bank investors today. As money is 
available it is felt to be perhaps temporary. Nobody 
wants to dive into the income stream but they all go 
wading so long as the water in the maturity pool is 
not above their ankles. They are afraid of the under- 
tow in deeper maturity water. 


Treasury Completes Its Refinancing 

Treasury issues totalling $13,866,000,000 fell due 
between September 1 and November 1. New 1% per- 
cent certificates with slightly varying maturities were 
offered in exchange. New certificates totalling $13,- 
277,000,000 are now outstanding, leaving but $609,- 
000,000 so-called cash attrition, which is only a little 
over 414 percent of the amounts which matured. This 
desirable result was a foregone conclusion as the Open 
Market Committee of the Federal Reserve was the 
owner by the exchange dates of over $9,250,000,000 of 
the respective maturities, and now has that many of 
the new certificates, none of which appear to have been 
sold since. However, the table above will indicate that 
the market was receptive to the various offerings, so 
that a comfortable premium developed. Specifically, 
the 1% 10/1/52 at the 1.67 percent bid on November 
2 had a premium of about 100%,, all without benefit 
of any official helping hand. 


A Cash Deficit Has to Be Financed 


By October 31 the budget deficit for the current 
fiscal year had risen to nearly $5,500,000,000. October 
was responsible for over $2,750,000,000 and November 
will be as bad or worse. The working balance of the 
Treasury (general fund balance less $1,035,000,000 
nonmonetized gold) had fallen to about $3,800,000,000. 
Secretary Snyder tentatively forecasts an administra- 
tive budget deficit for the fiscal year ending June 30, 
1952, of about $7,500,000,000. The cash budget require- 
ments will be considerably less, possibly not much 
over $4,500,000,000 to $5,000,000,000. Sales of extra 
bills in July and September raised $2,000,000,000. 

A start in raising the necessary additional cash was 
made in October by the offering of $1,250,000,000 tax 
anticipation bills, with a further $1,000,000,000 to 
come later. The maturity on March 15 is when the 
heaviest tax payments are due. Permission to qualified 
bank depositaries to credit all subscriptions to their tax 
and loan accounts resulted in an average cost to the 
Treasury of only 1.55 percent for the entire sale, about 
0.20 percent cheaper than the 134 percent which would 
have been necessary for a certificate with a March 

(CONTINUED ON PAGE 129) 
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Wage and Salary Regulations 


—as They Affect 12.000 Banks 


WILLIAM POWERS 


A REVIEW of Wage Stabilization Board Regula- 
tions 5, 6, 8, 13, and 14 and Salary Stabilization 
Board Regulations 1, 2, and 3 concerning: 


Individual employee adjustments 


General increases 


Cost-of-living increases 


Fringe benefits 


Bonuses 


The author is deputy manager of 
the American Bankers Association 
and director of Customer and Per- 
sonnel Relations. 


STIMATES of “census takers” in- 
i dicate that in 12,000 of the na- 
tion’s banks there are between 
three and 30 people employed. So, 
it is fair to assume that few of 
these institutions are departmen- 
talized and operate under “estab- 
lished” job classification or rate 
range plans as defined by the Wage 
and Salary Stabilization Boards. 
The regulations of both boards 
differentiate between employers with 
plans and employers without plans. 
While all banks, large and small, are 
subject to wage and salary regula- 
tion, most of them are “random 
rate” institutions—operating with- 
out formal salary plans—and are 
concerned chiefly with only five of 
the 17 regulations issued by the 
Wage Board and with only parts of 
the three regulations issued by the 
Salary Board. 


Board Jurisdiction 


The Wage Stabilization Board 
(WSB) has jurisdiction over wages 
and salaries of bank people (clerical 
and maintenance) who are not ex- 
empt from the overtime provisions 
of the Wage-Hour Act. The Salary 
Stabilization Board (SSB) has 
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jurisdiction over bank people (ex- 
ecutive, administrative, and pro- 
fessional) who are exempt from the 
overtime provisions. These two gen- 
eral classifications of staff members 
have existed for a dozen years under 
the Wage-Hour Act and bankers are 
quite familiar with the terms “non- 
exempt” and ‘‘exempt” used to desig- 
nate them. 

This article is intended to focus 
attention on stabilization regula- 
tions that directly affect nonexempt 
and exempt staff members of ran- 
dom rate banks, where no formal 
job classification plans and no job 
rate ranges are in operation. Let’s 
look first at the pertinent Wage 
Stabilization Board (WSB) regula- 
tions. 


WSB Regulation 5 — 
Individual Increases 


Sections of this regulation set 
the procedure by which the random 
rate bank may—without prior ap- 
proval of the Wage Board—grant in- 
dividual increases to employees for 
merit, length of service, and promo- 
tion. They also designate the salary 
levels at which new employees may 
be hired. 

Merit and length-of-service in- 
creases may be granted to non- 
exempt employees either on the 
basis of “past practice’ or by a 6 
percent formula. 


Past Practice Option 


All of the nonexempt people in the 
bank may be considered as one 
group. The average number of 
people in that group throughout 
1950 must be determined. Then there 
is selected the particular pay period 
in 1950 when the actual number of 
people in the group and on the 
clerical and maintenance payroll 
was nearest the average. The dollar 
amount of that payroll indicates the 
weekly, semimonthly, or monthly 
earning rate of the group. The 
amount of overtime (if any) paid 
in the period is excluded from the 
computation. 

Next must be listed all individual 
merit and length-of-service increases 
granted to group members in 1950 
—including increases given to em- 
ployees who subsequently left the 
bank’s employ, but excluding pro- 
motion increases and raises given 
to trainees, part-timers, and tem- 
porary employees. 

The total of granted merit and 
length-of-service increases should be 
expressed in terms of its ratio to 
the selected weekly, semimonthly, 
or monthly payroll. For instance, 
suppose the average number in the 
group during 1950 was 10 and the 
clerical payroll for the first week in 
July (when exactly 10 people were 
on the payroll) was $500. 

Suppose also that during 1950 
eight of the group members received 
merit or length-of-service increases 
ranging from $2 to $4 a week. The 
tctal of these increases (say $25 a 
week) divided by the group’s earn- 
ing rate of $500 a week would have 
the effect of raising the group’s 
straight-time earning rate by 5 per- 
cent. This ratio or rate of increase 
is the so-called “past practice” of 
the bank in our example. 


6 Percent Option 


With a past practice rate of only 
(CONTINUED ON PAGE 74) 
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Review of 1951 State Banking 


Legislation 


Mr. VINCENS, a member of the 
New York and Massachusetts Bars, 
is on the legal staff of the American 
Bankers Association and is assistant 
secretary of the Association’s Com- 
mittee on State Legislation. 

His review of banking legislation 
appears in instalments, of which 
this is the second. The first instal- 
ment appeared in November BANK- 
ING. 


F more than usual interest, 
QO among the laws summarized 

this month in our marathon 
summary of 1951 state legislation 
affecting banks, are the following: 
statutes enacted in Colorado and 
Vermont permitting directors’ ex- 
aminations to be conducted by cer- 
tified public accountants, rather 
than by the directors themselves; 
laws encouraging foreign banks to 
invest in mortgage loans in New 
Mexico, Oklahoma and South Caro- 
lina; statutes permitting banks to 
adopt the five-day week in four 
more states—Alabama, Kansas, Ne- 
braska and Vermont—and permit- 
ting year-round rather than sum- 
mertime-only closing in Maine. 

Provision for indemnifying offi- 
cers and directors the expense of 
successfully defending lawsuits to 
which they were made party by rea- 
son of their office was made in three 
more states, Alaska, Maryland, and 
Minnesota (the District of Colum- 
bia, Alaska, Hawaii, and Puerto 
Rico are considered states for our 
purposes here.) 

Two more states, Connecticut and 
Pennsylvania, permitted banks to 
invest in FHA and VA loans on real 
property located in other states. 
Statutes permitting state banks to 
become national banks through 
merger, conversion, or consolidation 
without permission of any state au- 
thority, in order to take advantage 
of the “two-way merger street” pro- 
visions of 1950 Public Law No. 706, 
were enacted in 24 states. 


December 1951 


JOHN RENE VINCENS 


EXAMINATIONS 


Alaska H.B.107. Drops former limi- 
tation of $300 as maximum fee for 
bank examination. 

Colorado c.90. Provides that direc- 
tor’s examinations required to be made 
twice a year, may be made by at least 
3 directors or by certified public ac- 
countants or by clearing house ex- 
aminers. 

Maine c.406. Provides that expenses 
incurred in examination of banks and 
building and loan associations be 
charged to them, including proportion- 
ate part of examiner’s salaries and 
their personal expenses while engaged 
in examination, other than expenses 
for travel. Provides that balance of 
department expenses and overhead be 
defrayed by tax of 7¢ per $1,000 aver- 
age bank deposits, other than deposits 
of other banks; 7¢ per $1,000 average 
resources of savings and loan associa- 
tions and $2.50 per $100,000 resources 
of credit unions, industrial banks and 
small loan companies. (Formerly all 
department expenses were covered by 
30¢ per $1,000 tax on annual average 
of all deposits, and $2.50 per $100,000 
tax on savings and loan associations 
as well as other institutions presently 
paying such tax.) 

Minnesota c.309. Increases fees for 
examination of financial institutions, 
putting them on a cost analysis basis. 

Utah H.B.94. Reduces number of re- 
quired examinations from 2 to 1 per 
year and establishes new system of 
examination fees: $100 per office basic 
fee plus pro rata share of annual ex- 
pense of bank department attributable 
to supervision and examination, but 
with maximum rate limits based on 
assets. (Former law provided for fixed 
fees based on assets.) Authorizes ad- 
ditional per diem charge for trust de- 
partments. Removes $25,000 limit on 
Financial Institutions Fund which con- 
sists of examination fees and is kept 
separate from the General Fund. 

Vermont H.B.308. Provides that 
trustees’ semi-annual examination of 
savings banks and trust companies 
may be made by public accountant 
approved by commissioner and that a 
copy of report be made available to 
commissioner on request. Deletes provi- 
sion for examination by board of audi- 
tors in lieu of trustees’ examination. 


FOREIGN BANKS 

California c.534. Authorizes individ- 
uals to maintain offices in state as rep- 
resentatives of more than one foreign 
bank. 


New Mexico H.B.84. Permits foreign 
corporations or banks, without being 
admitted to do business in the state, to 
loan money on real estate mortgages, 
trust deeds and notes in connection 
therewith, and to take, acquire, hold 
and enforce such instruments, and to 
acquire and dispose of mortgaged 
property upon foreclosure. 

Oklahoma H.B.427. Provides that no 
foreign corporation engaged in invest- 
ing in real estate mortgage loans shall 
be considered engaging in business in 
Oklahoma by reason of (1) securing or 
collecting loans or enforcing attendant 
property rights, (2) maintaining or de- 
fending suits relating to mortgage 
debts, (3) maintaining bank accounts 
in connection with collection of loans. 

South Carolina No. 494, 501. Elimi- 
nate requirement that foreign banks 
obtain license in order to lend money 
on South Carolina real estate or to do 
other than a banking or trust business 
in South Carolina, but require them to 
register and pay fee. 


HOLIDAYS 
Five Day Week Laws 


Alabama No. 759, 760. Permits any 
bank or any of its branches to close on 
any one week day of its choice. 

Florida S.B.536. Permits any bank 
in any county of not less than 300,000 
population (Duval County; county seat 
—Jacksonville) to close on Saturdays. 

Florida S.B.792. Permits any bank 
in Okaloosa County (county seat— 
Crestview) to close on either Thursday 
or Saturday. 

Kansas H.B.148. Permits any bank 
to close on any one week day of its 
choice. 

Maine c.215. Permits any bank to 
close on Saturdays throughout the 
year, rather than during June-Septem- 
ber only. 

Minnesota c.128. Permits any bank 
in any county of more than 500,000 
square miles and more than 150,000 
population (St. Louis County; county 
seat—Duluth), to close on Saturday. 
(Banks in and within 10 miles of 
Duluth were permitted to close on 
Saturdays under prior existing law.) 

Nebraska L.B.328. Permits any bank 
to close on Saturdays. 

Ohio S.B.164. Permits any bank or 
any of its branches to close on either 
Saturday or Monday rather than on 
Saturday only. 

Vermont H.B.96. Permits any bank 
to close on any one week day of its 
choice. 


(CONTINUED ON NEXT PAGE) 
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Other Holiday Legislation 

Arkansas No. 38. Provides that any 
day designated by Congress as a day 
of general Thanksgiving be proclaimed 
a legal holiday in Arkansas. 


California c.492. Eliminates con- 
sideration of holidays in computing 
time for performance of an act unless 
holiday falls on last day for doing the 
act. 

Delaware S.B.156. Permits any bank 
in state to remain open on Saturday 
Bank Holiday, and banks in New 
Castle County (which includes city of 
Wilmington) to remain open on Lin- 
coln’s and Washington’s Birthdays, 
Good Friday, Columbus and Armistice 
Days, when they fall on Friday. 

Florida S.B.536. Requires banks in 
counties of not less than 300,000 popu- 
lation (Duval County; county seat— 
Jacksonville) to close on New Year’s 
Independence, Labor, Armistice, 
Thanksgiving and Christmas Days. 

Nebraska L.B.328. Provides that any 
bank which posted notice of its elec- 
tion to close on Saturdays, and thus 
created legal holiday for itself, “may 
solely for the convenience of its cus- 
tomers remain open all or part of said 
day in a limited fashion by treating 
every transaction with its customers 
on said day as though said transaction 
had taken place immediately upon the 
opening of such bank on the first fol- 
lowing business day.” 

New Mexico S.B.177. Makes Febru- 
ary 12 a legal holiday. 

Pennsylvania S.B.170. Permits Gov- 
ernor to proclaim holiday for banks 
affected by public calamities. Permits 
banks at their option to remain open 
on February 12, February 22, Good 
Friday, June 14, October 12, Election 
Day, November 11, or when these days 
fall on Sunday and are observed on 
Monday, to remain open on Monday. 

South Dakota c.470. Makes the fol- 
lowing Monday a holiday when Christ- 
mas or New Year’s fall on Sunday. 

Texas H.B.384. Makes the last 
Thursday in November a legal holiday, 
rather than “all days appointed by the 
President of the United States or by 
the Governor, as days of fasting and 
thanksgiving.” 


HUSBAND AND WIFE 


New Hampshire c.78. Eliminates all 
restrictions on right of married woman 
to contract or convey as surety for 
husband. 

North Carolina H.B.661. Authorizes 
married women under 21 to execute 
purchase money and construction mort- 
gages on estates by entirety. 

Pennsylvania H.B.247. Empowers 
minor spouses to join in execution of 
contracts for G.I. loans whether or not 
principal is minor. 

Maine c.375. Permits any married 
person, or widow or widower, rather 
than merely married women or widows, 
of any age to own and dispose of prop- 
erty in own name. 


INDEMNIFICATION OF OFFICER 
OR DIRECTOR 


Alaska H.B.107, 


Maryland c.135, 
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Minnesota c.98. Provide for indemni- 
fication of officer or director for ex- 
penses incurred in successfully defend- 
ing lawsuits in which he was made 
party by reason of his office. 


INDUSTRIAL BANKS 


California c.421. Permits loans under 
$300 to be made without pledge of in- 
stalment investment certificates. 

Colorado H.B.133. Gives bank com- 
missioner power to grant or refuse in- 
dustrial bank charters. 

Indiana c.79. Prohibits establish- 
ment of new non-investment type in- 
dustrial loan and investment com- 
panies, or conversion of presently ex- 
isting companies to investment-type. 

Tennessee c.226. Provides for incor- 
poration of industrial loan and thrift 
companies to make Morris Plan loans 
under supervision of bank commis- 
sioner. Permits discount but does not 
specify rate. Permits existing cor- 
porate, partnership and _ individual 
Morris Plan lenders to continue in 
business. 

Texas S.B.339. Permits loan com- 
panies with $50,000 or more capital to 
make Morris Plan loans under super- 
vision of bank commissioner. Permits 
discount at “10% per annum”’ rate. 


INSURANCE COMPANIES 


Massachusetts c.154. Permits invest- 
ment in shares of Federal savings and 
loan associations in the commonwealth. 

Michigan No. 260. Permits invest- 
ment in preferred stocks of corpora- 
tions which have met certain require- 
ments as to dividends, and in stock of 
state and national banks and trust 
companies which is not subject to 
double liability. 

Nebraska L.B.289. Permits invest- 
ment in interest-bearing evidences of 
indebtedness secured by pledge of 
mortgages, bonds, debentures, pre- 
ferred or common stock, or other se- 
curities, having market value of at 
least 120% of amount invested. 

Nebraska L.B.352. Permits invest- 
ment by other than legal reserve life 
companies, up to 25% of funds in ex- 


“Who do I see about having a 
check raised?” 


cess of total liabilities in real and per- 
sonal property not otherwise qualified 
for investment. 

New York c.400. Permits investment 
in certain common stocks, not includ- 
ing those of state and national banks 


LIENS 


Alabama No. 292. Eliminates re- 
quirement for re-recording conditional 
sales contracts when goods removed to 
another county. 

California c.1382. Extends provisions 
of laws permitting subcontractor to 
assert mechanics’ lien against property 
owner for moneys due from prime con- 
tractor, to banks and other holders of 
funds to pay construction costs, or 
arising out of construction loans. 

North Carolina S.B.58. Provides that 
property brought into North Caro- 
lina with intent that it be permanently 
located there acquires a situs there 
and that a lien on such property is 
valid if it was registered in former 
state, and is registered in North Caro- 
lina within 10 days after lienor knows 
that property has been brought into 
the state, and in any event, within 4 
months after the property is brought 
into the state. Also provides that a 
lien on property which does not ac- 
quire a situs is valid only from date 
of registration in former state, or if 
property came from state which did 
not require registration, from time of 
registration in North Carolina. 

Pennsylvania H.B.341. Fixes relative 
priority of liens against real property 
in point of time. Specifies that judges 
and prothonotaries mark exact time of 
entering or signing judgments, decrees 
or writs. Previously, judgments en- 
tered same day were considered made 
at same time. 


LIFE INSURANCE 


West Virginia H.B.236. Defines rights 
of creditors in life insurance policies 
in favor of another person and to as- 
signed policies. Provides that executor 
or administrator of person effecting 
insurance on life of another is not en- 
titled to proceeds of policy over credi- 
tors of insured. 


LOANS AND INVESTMENTS 


Alaska H.B.107. Prohibits owner- 
ship of bank shares by corporations 
and makes territorial usury law in- 
applicable to FHA Title I loans. 

Arizona c.137. Deletes provision that 
portions of loans secured or guaranteed 
by U. S. or any agency thereof are not 
subject to limitations on loans to one 
borrower. 

California c.456. Permits loans to 
corporations in which bank officer is 
director, provided they are confirmed 
within 40 days by majority of all direc- 
tors and reported to superintendent of 
banks. 

California c.534. Provides that for 
purposes of computing limitation on 
loans to one borrower, guaranty or 
other secondary liability for perform- 
ance of another obligation shall be 

(CONTINUED ON PAGE 107) 
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HE latest British “economic 
[exis serves to remind us that 

we are dealing with a chronic 
condition. Time after time since the 
war, Congress has voted appropri- 
ations to set Britain and the Con- 
tinent on their feet. While London 
cables have been preparing us for 
what we must do if the Labor Gov- 
ernment is to be kept from an early 
return to power, Paris has been 
reminding us that Britain is not the 
only “dollar short” land; that 
France, for one, could do with some 
substantial “interim aid”; otherwise, 
Atlantic rearmament will be ham- 
strung. We have a feeling that this 
is where we came in. When Congress 
left in October it seemed to think 


HERBERT BRATTER 


that it had made ample provision for 
NATO and Europe. Maybe by Janu- 
ary they will have been convinced 
otherwise. 


REP. WOLCOTT COMMENTS 


With indications that Britain de- 
sires another American loan, we 
sought comment from Representative 
Jesse Wolcott, who was a delegate 
to the Bretton Woods Conference of 
1944 and a leading Republican work- 
er for the enactment of the Fund 
and Bank program, the British loan 
of 1945, etc. 

“Obviously,” said the Michigan 
Congressman, “we won’t be repaid 
the money we have been lending the 
British and others. They are just as 


dollar-hungry as they were. The 
State Department’s policy is built 
around indefinite continuance of a 
flow of dollars abroad. I oppose that 
policy. They wanted to put the di- 
rector of the new Mutual Security 
Agency on the Eximbank board in 
furtherance of this ‘dollar diplo- 
macy.’ I opposed that. Had I to do 
it over again, I would vote against 
the 1945 British loan without more 
assurance of repayment or how it 
would be used. In 1945 I thought we 
were buying dissolution of the ster- 
ling pool and getting dollar-pound 
convertibility, so that new business 
we'd get in the sterling area would 
offset the loan. But that hasn’t hap- 
pened.” (CONTINUED ON PAGE 96) 


Import Trade Development Program 


R. C. MILLER 
Adviser on International Trade to 
the Secretary of Commerce 

HE movement of foreign goods 
into the U. S. is now recognized as 
a useful means of augmenting our 
defense and_ essential civilian 
goods production. 

With the publication, in 1949, of 
the ECA-Commerce Mission Re- 
port on the possibilities of increas- 
ing Western European’s dollar 
earnings, the Office of Interna- 
tional Trade of the Department of 


Commerce intensified its activities 
to develop increased import trade 


in order to enable foreign countries 
to pay for needed U. S. exports 
and reduce the need for American 
economic aid. 

The results of this activity were 
encouragingly apparent in the 
months before the outbreak of war 
in Korea. Dollar trade deficits were 
decreasing and profits and employ- 
ment arising from increased import 
trade were strengthening the econ- 
omies of the U. S. and trading na- 
tions abroad. 

Since Korea, emphasis by Gov- 
ernment and business in this field 
has been on getting the goods 


needed for defense or essential 
supply. The organizations and 
marketing practices which had 
shown good results in the expan- 
sion of normal import trade are 
increasingly demonstrating their 
capabilities for facilitating essen- 
tial supply operations. In particu- 
lar, increased use is being made 
by the business community of the 
OIT’s informational services, di- 
rectly and through the Field Ser- 
vice of the Department of Com- 
merce with reference to the loca- 
tion of specific sources abroad for 
needed goods. 


Mr. Miller wrote in answer to a question of BANKING as to whether there had been satisfactory results of the Govern- 
ment’s effort to stimulate imports as a means of attacking the world’s dollar shortage. 
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Better LAYOUT—Less OUTLAY 


The Lobby and Administrative Areas 


This is the second in Mr. STEELE’S 
series of articles on bank layout. 
Later ones will discuss lighting and 
fioor materials; housekeeping; ar- 
rangement of teller areas, including 
drive-in facilities; clerical areas; 
and -mail, proof, and bookkeeping 
departments. Mr. STEELE is assist- 
ant cashier of the Central National 
Bank of Cleveland. 


HE lobby, in some _ respects, 
T's the bank’s warehouse—the 

space where people are stored 
while they are awaiting bank ser- 
vice. The people warehoused in 
the lobby soon turn sour—changing 
quickly from assets to liabilities if 
the turnover is slow or if the atmos- 
phere is not conducive to pleasant 
customer relations. Rapid turnover 
of customers is just as essential for 
a bank as inventory turnover is for 
many industries. 

If banks could schedule customers 
as do doctors or dentists, there 
would be very little need for a 
lobby. However, lobby traffic can- 
not be scheduled and, therefore, it 
is necessary to provide sufficient 


STORAGE 


DIRECTORS 


FORDE STEELE 


space to accommodate the cus- 
tomers. 

The bank’s business is serving 
people. Despite the advent of auto- 
mobile banking and banking by 
mail, the majority of the bank’s 
customers walk into the lobby to 
transact their business. The experi- 
ences of these people within the 
lobby influence their opinion of the 
bank. While pleasant treatment by 
well trained personnel will go far 
toward maintaining good customer 
relations, the physical aspects of 
the lobby affect customer relations 
and either help or hinder the work 
which the staff is attempting to do. 

It is recognized that the physical 
requirements for bank lobbies vary 
from bank to bank and from com- 
munity to community. A bank in 
a residential community or in a 
town which serves a predominantly 
agricultural area rarely needs a 
large lobby. On the other hand, a 
bank located in an industrial area 
may require an exceptionally large 
lobby to handle the crowds on pay- 
days. 

While it is recognized that the 
successful handling of lobby traffic 


WORK AREA 


depends primarily upon the ability 
of the tellers and the procedures 
they follow, much can be done 
through lobby arrangement to speed 
traffic flow and to build customer 
relations. 

The pictures and news stories ap- 
pearing in every issue of BANKING 
are evidence that many banks are 
making their lobbies more efficient 
and attractive by remodelling them. 

The Firelands Community Bank 
of Huron, Ohio, is an outstanding 
example of what can be done when 
confronted with limited space and 
an inefficient arrangement. Plan A 
is a floor layout of the bank as it 
was before remodelling. All of the 
accounting work of the bank was 
performed back of the tellers’ coun- 
ter. The executive officer had an 
inadequate office at the front of the 
building. Retail store type display 
windows and a center entrance used 
up 130 square feet of the limited 
space. Safe deposit customers seek- 
ing access to their boxes were taken 
into the work area where, with very 
little effort, they could have had 
access to tellers’ cash or to the 
account ledgers. There were no 
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PLAN A—Floor plan of the Firelands Community Bank, Huron, Ohio, before remodelling 
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coupon booths and the safe deposit 
customer often had no choice but 
to sit down beside the commercial 
ledgers. 

Bank management recognized this 
situation and, as soon as conditions 
warranted, planned and effected a 
remodelling job which resulted in 
as modern and efficient a bank lobby 
as the original setup had been old- 
fashioned and inefficient. 

Plan B shows the revised floor 
plan. Among the more important 
changes are these: 

(1) Door moved from center to 
side to provide customers direct 
access to lobby and to increase the 
space available for staff members. 

(2) Retail store type windows 
eliminated to increase interior space. 

(3) Bookkeeping and proof oper- 
ations moved to former directors’ 
room to reduce space required be- 
hind counters. 

(4) Customer lobby space moved 
to other side of building so that 
customers seeking access to safe 
deposit box do not enter work space. 

(5) Improved lighting. 

(6) Light-colored woodwork, ceil- 
ing and walls. 

Even though these changes were 
accomplished at modest cost, the 
appearance has been so completely 
changed for the better that people 
can’t believe they’re going into the 
same bank. 

Following are a few of the gen- 
eral principles which should be con- 
sidered when building or remodelling 
a bank lobby: 


Principles of Lobby Arrangement 


(1) Entrance—The entrance to 
the lobby should be easily identified. 


STORAGE 


WORK ROOM 
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Many bank buildings house other 
tenants in addition to the bank. 
Lack of proper marking often re- 
sults in confusion for the person 
who is seeking to enter the bank 
or the building lobby. Modern glass 
doors are helpful in this respect 
because they afford a clear view of 
the bank interior. The bank name 
should be lettered plainly and in an 
easily observable position on prin- 
ciple doors. 

(2) Easy Access—Access to 
banking quarters should be easy. 
Have you ever seen an elderly lady 
or a frail person struggling with 
the heavy medieval doors one finds 
on some banks? The bank’s job is 
to serve people. We want them to 
enter the bank. Therefore, their 
entrance should be as painless and 
as easy as possible. Electric-eye 
doors provide the easiest access. 
They have the advantage of pro- 
viding the same ease of access to 
the elderly or infirm as to the hale 
and hearty. When electric eye doors 
are used, it is usually necessary to 
provide two sets of doors to pre- 
vent an undue amount of cold air 
and airborne dirt and dust from 
entering the lobby. 

The revolving door affords easy 
entrance, provided the felts do not 
fit too snugly and the bearings are 
properly maintained. Too great 
zealousness in attempting to keep 
out cold air often makes the door 
hard to revolve. 

(3) Clear Passage to all Service 
Points—People entering or leaving 
the lobby should not have to buck 
lines of customers waiting at the 
windows, as frequently occurs in 
the long, narrow bank lobby. In 


some of the newer banks which have 
been built in outlying sections on 
lots wide enough to permit a fairly 
wide building, the tellers’ counter 
has been placed parallel with the 
front door and facing the customer 
as he enters the bank. This ar- 
rangement tends to distribute the 
traffic among all the windows. Under 
the conventional setup, where the 
entrance is at one end of the lobby, 
customers tend to stop at the first 
available window. Having the en- 
trance approximately equidistant 
from all of the windows, spreads 
the work load. 

Since all lines extend toward the 
door, this arrangement eliminates 
the necessity for people to buck 
the lines which form across the 
lobby. 

If your lobby is long and narrow 
and the teller cages run lengthwise, 
placing the high traffic windows 
near the entrance usually produces 
the best results. 

(4) Ceiling Height—Fortunately, 
modern architects are specifying 
moderately high ceilings in the 
newer bank buildings. Many banks 
which have lobbies two to three 
stories high now find need for the 
space. High cathedral-like lobbies 
are expensive to heat, to cool, and 
to illuminate, and they add nothing 
to the function of serving the cus- 
tomer. Generally speaking, a ceil- 
ing height of 10 to 15 feet is ample. 
One bank building executive has 
estimated that each foot of ceiling 
height over 12 feet may add as 
much as 10 percent to the heating 
and cooling expense. 

(5) Check Desks—The check desk 

(CONTINUED ON PAGE 97) 
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PLAN B—The Firelands floor plan after: remodelling 
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Better 
Audits and 


Controls 


The 1951 convention of the 
NABAC was reported for BANKING 
by Associate Editor JOHN L. 
COOLEY. 


AY down South in the land of 

\\) magnolias and iron balconies 
went the National Associa- 

tion of Bank Auditors and Comp- 


trollers for its 27th—and largest— 
annual convention. 


Meeting in New Orleans, October 
22-25, the NABACers spent those 
four busy days bringing together 
the long threads of one year’s work 
and drafting the pattern for an- 
other’s. They pledged continuance of 
an all-out campaign against bank 
fraud, renewed their drive for a real- 
istic audit program in every bank, 
elected Clarence H. Lichtfeldt of 
Milwaukee to the presidency for 
1951-52, and carried out a practical 
program of panels, papers, discus- 
sions and exchange of ideas for bet- 
ter banking. 


President Lichtfeldt, who is comp- 
troller of the First Wisconsin Na- 
tional Bank, expressed concern about 
“those banks that regard good bank 
accounting, auditing and control as 
nonessential and as excess baggage.” 


“Actually,” he told the 1,400 per- 
sons registered at the convention, 
“there is no substitute for good ac- 
counting, good control, good ac- 
cruals, and good internal auditing. 
These devices will not prevent all 
fraud cases, but they will keep them 
down in complexity, duration and 
amount.” 


“Part of Good, Sound Banking" 


These preventive measures, he 
said, are not uneconomical; neither 
are they “luxuries or frills.’ Rather, 
they are ‘a most necessary and in- 
tegral part of good, sound banking”; 
they work continuously between ex- 
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After the NABAC election: In the center, the new president, Clarence H. 
Lichtfeldt, right, receives the congratulations of his predecessor, Burton P. 


Allen. Others in the group are, 


l. to r., Executive Secretary Darrell R. 


Cochard; First Vice-president George Ehrhardt; Second Vice-president Ira C. 
Chaney; Executive Director Evan M. Johnson; Secretary Robert H. Shepler; 
and Treasurer Robert F. Woodwin 


aminations, which cannot be ex- 
pected to do the job. 

“In banks in which the position of 
auditor or comptroller is feasible,” 
the president continued, ‘‘protection 
cannot be gained merely by giving 
such a title to some person in the 
organization. Such person must be 
an auditor or comptroller in fact as 
well as in name; and he can be the 
real thing only if he is qualified or 
if his directors and top management 
permit him to function as the real 
thing.” 

Mr. Lichtfeldt said it would be 
helpful if other organizations “‘could 
reach the boards and top manage- 
ments of more banks and generate 
a wider consciousness of the need 
for internal audit and control mea- 
sures.”’ It would also help if bank 
supervisory authorities could “make 
a real impression” on the boards of 
banks which are not taking adequate 
steps to prevent fraud by these 
methods. 

The convention, in a resolution, 
noted ‘‘the several recent public re- 
ports of embezzlement in the nation’s 
banks.” It reaffirmed the associa- 
tion’s declaration of war on bank 
fraud and pledged to supervisory 
authorities and to all banks “a con- 


tinuance of our best efforts to pre- 
vent and expose the activities of 
embezzlers.” The resolution also 
promised a continuation of NABAC’s 
campaign “for the adoption of an 
audit program in every bank regard- 
less of size.” 


The New Officers 


Mr. Lichtfeldt succeeded Burton 
F. Allen, president of the First Na- 
tional Bank, Milaca, Minnesota, as 
head of the association. Other new 
national officers are: First vice- 
president, George Ehrhardt, assis- 
tant vice-president, The Hanover 
Bank, New York City; second vice- 
president, Ira C. Chaney, auditor, 
Crocker First National Bank, San 
Francisco; secretary, Robert H. 
Shepler, vice-president and cashier, 
The Denver National Bank; trea- 
surer, Robert F. Goodwin, comp- 
troller, Wachovia Bank and Trust 
Company, Winston-Salem, North 
Carolina. 

Mr. Allen, in his presidential re- 
port, said that the members of the 
association were “not only guard- 
ians of the moral structure of bank- 
ing, but they are also the production 
bosses who make possible the use of 
(CONTINUED ON PAGE 108) 
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METHODS and IDEAS 


News, Views and Practical Banking Aids 


At the New Orleans convention of 
the National Association of Bank 
Auditors and Comptrollers several 
bankers talked on interesting oper- 
ating procedures. On this and suc- 
ceeding pages of Methods and Ideas 
BANKING publishes condensations 
of four of these reports. 


Little Things Count 


EN the United States National 
Bank of Portland, Oregon, 
started its combined proof and tran- 
sit department three years ago the 
department had 90 people. Today, 
with slightly larger volume, the work 
is being handled readily with 39, 
Vice-president Frank L. Beach told 
the NABACers. Some of the moves 
that resulted in this saving could be 
classified as major ones—like shifts 
in the bank’s philosophy of routing, 
or introduction of the flexible eve- 
ning force, but much of the credit, 
he said, must go to “little things.” 


Mr. Beach then went on to ex- 
plain: 

Formerly, the first operator to 
run ut of items was automatically 
the person to pick up the work from 
the tellers’ cages. It had seemed like 
a good idea: you do not need items 
until you run out. But human na- 
ture being what it is, were I an oper- 
ator I would see to it that I did not 
finish first. So the Methods Depart- 
ment arranged for messenger ser- 
vice, and now each operator always 
has work ahead stacked on her ma- 
chine and the work is of the proper 
priority, a factor that has reduced 
holds by four-fifths. 

Then we assigned an operator to 
a specific machine with her name 
attached to a large name plate. A 
time schedule with a job writeup 
was prepared for that machine. This 
schedule showed when the machine 
was to start running items, when it 
was to close down, and specified 


where that particular operator’s pro- 
duction should be at the end of 
each hour. A production supervisor 
checked the meter readings. As the 
productive schedules were reason- 
able and keyed to the operator’s 
ability we found that if we were be- 
hind at the end of any hour it was 
usually management’s _fall-down, 
such as not providing items, asking 
the operator to do diverting work, 
etc. 

An operator’s machine with her 
name on it, a reasonable and specific 
schedule, supervision to discover 
hourly production, and protection of 
the operator from factors that pre- 
vent production—that is what we 
call scheduling, one of the biggest 
of the little factors which produced 
the big savings in this department. 


Posting to the Check 


METHOD to simplify the posting 
of personal checking accounts 
(CONTINUED ON PAGE 114) 


NABAC convention’s bank costs panel: Left to right, Prof. J. C. Gibson, University of Wisconsin; Alvin J. Vogel, Central 
National Bank, Chicago; George W. Weger, First Wisconsin National Bank, Milwaukee; O. B. Lovell, First National Bank, 
Madison, Wisconsin; Hugh Fraser, Jr., Citizens & Southern National Bank, Atlanta (at mike); and Clarence Lichtfeldt, First 
Wisconsin. In background, left, is Robert Goodwin, Wachovia Bank and Trust Co., Winston-Salem, N. C., who presided 
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Reel Banks and Bankers 


The author is a West Coast writer. 


HE movies could never get along 

without bankers, either in real 

or “reel” life. Without banks to 
finance production, no films would be 
made. Without bank scenes, films 
would not portray accurately the 
American way of life. 

Thus, the role of the banker looms 
large in motion picture production, 
whether in a behind-the-scenes fi- 
nancial negotiation or as part of 
the dramatis personae before the 
camera. 

Banks give Hollywood films both 
solid financial position and authen- 
ticity. How Hollywood’s “banks” 
are created, its “presidents” and 
personnel “cast,” is an interesting 
story. 

A movie bank enters business on 
Writer’s Row when the screenplay 
writer writes a bank scene. In his 
script this may not take more than 
two lines, but many studio depart- 
ments will be affected. 


PAUL VANDERVOORT II 


The lines may read: 
INT. METROPOLITAN BANK 
LONG SHOT 
Long lines of customers at windows 


From this brief description, a 
complete bank, with officers, em- 
ployees, customers, furniture, even 
money, grows as each department 
contributes pieces to the mosaic 
which appears on the screen as a 
typical American bank. 

In each department, the script is 
broken down scene by scene, and a 
bank sequence would involve most 
of the major departments. 

As in building a real bank, the 
first step is the drawing of plans. 
Then, the construction department 
takes the blueprints and builds the 
bank set on a sound stage. 

Next, the plaster shop and paint 
shop experts simulate steel, cement, 
marble and materials found in a 
bank interior. The set dresser’s crew 
then sets up desks, lobby furniture 
and fixtures. 


Working closely with the set 


dresser is the property man, who 
furnishes and cares for all “props” 
from deposit slips to vaults full of 
stage money. 

If the set dresser decides a potted 
plant might add atmosphere, he calls 
the “green” man, who has charge of 
studio trees, shrubs and greenery. 

Busy, too, are sign men who let- 
ter office doors, cages and windows. 

On completion, the bank set is so 
realistic it would fool even a bank 
examiner, except for its missing 
wall. Studio interiors are limited to 
three walls to provide maneuvering 
room for the huge “booms” and 
“dollies” on which cameras are 
mounted. 


Choosing the Actors 


As pre-production advances, the 
casting department chooses actors 
to play bank personnel and custom- 
ers. The wardrobe department as- 
signs costumes to be worn. 

The location department scouts 
bank sites for exterior shooting, 


A scene, at left, from Colorado Ambush, showing a typical bank of the early West, or “character bank” as it is called. 
Right, a meeting of bank officials in Painting the Clouds with Sunshine 
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A blind veteran learns how to cash a check, in the scene at left from Bright Victory, made in the Farmers and Mechanics 


National Bank, Phoenixville, Pennsylvania. 


should the director decide bank sets 
on the studio’s “back lot” do not fit 
script requirements. 

If a prominent actor has been 
signed to portray a banker, stories 
announcing the casting are released 
by the publicity department. 

While Hollywood casting directors 
dislike to think in terms of types, 
physical appearance and personal- 
ity greatly determine selection of an 
actor for a banker’s role. 

The composite Hollywood banker 
seems to be a man of late middle- 
age, tending toward plumpness, with 
thinning or gray hair and dignified 
mien. He wears conservative but 
well made clothes, speaks authorita- 
tively, has a distinguished appear- 
ance. 

Bank personnel and customers are 
also selected to typify their real-life 
counterparts. 


Central Casting lists thousands 
of extras and can furnish guards, 
tellers, bookkeepers, stenographers, 
and customers by the dozens. For 
a metropolitan bank scene, extras 
with a “city look” would be used for 
added authenticity. 

On set, the assistant director as- 
signs individual extras to various 
roles. If costumes other than street 
clothes are required they report to 
wardrobe for fitting. 

They are then dressed in nurses’ 
uniforms, workmen’s overalls, house 
dresses and business suits to simu- 
late the varied clientele of a metro- 
politan bank. 

Actors who portray bank person- 
nel usually never have worked in 
banks, but accuracy in procedure is 
insured by use of technical advis- 
ors, generally bank officers. 

They advise on correct banking 


At the right, a scene from Francis, the talking mule picture 


procedures, check dialogue, and 
properties used for authenticity. 

Bank exteriors are authentic, too. 
Many studios have even three or 
four permanent bank sets on the 
“back lot,” ranging from early day 
banks to huge, imposing structures 
of the modern era. 

Banks are used so frequently in 
movies that it pays the studios to 
construct permanent buildings to be 
used over and over. 

Canny production officials also 
know they can convert a bank to an 
Office building, court house, apart- 
ment building and back to a bank 
by the simple use of signs. 

They use this sign dodge on loca- 
tion work, too, for, unless the script 
calls for employment of an actual 
bank name, studios avoid use of such 
names. The bank’s true name is cov- 

(CONTINUED ON PAGE 122) 


At left, a hold-up scene from Highway 301, filmed at the Toluca Lake Branch of the Bank of America. The scene at the 
right shows a getaway following a bank hold-up in Gun Crazy. The bank is a branch of California Bank 
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BANKINGS FINANCE FORUM 


Experts Discuss the Day's Home Circle Problems 


REAL ESTATE 


How do I obtain permission to build 
under the Controlled Materials Plan? 


Answered by 
Mites L. Co- 
LEAN, building 
adviser, House 
Beautiful; con- 
sultant to the 
Twentieth Cen- 
tury-Fund. 


Ir you wish to start a new house 
and are able to do with the amounts 
of controlled materials available, no 
special authorization is needed. All 
that is required is that, in placing 
orders for the critical material, you, 
or your builder, certify as follows: 
CERTIFIED UNDER CMP REGULATION 

6, DO U-7 

(Signature) 

(Date) 

A record must be kept by you or 
your builder of the poundage of 
steel and copper in such order. The 
total of the weights in all orders 
must not exceed the limits previous- 
ly described. Ordinarily it is advis- 
able to make the builder responsible 
for compliance with the Government 
regulations, and your contract 
should provide that he assume all 
such liability. 
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The same form of certification 
may be used on orders for “B” 
products. No record of weights or 
amounts of “B” products is re- 
quired. 

If your house is already started 
and all needed critical materials are 
on hand, no permission or certifica- 
tion is needed to proceed. If, how- 
ever, additional materials are 
needed, you may certify as above up 
to the total amount permitted. 


NOTE: Wilful violation of the limi- 
tation order is a crime and, upon con- 
viction, subject to fine, imprisonment, 
or both. 


PERSONAL FINANCES 


What proportion of my savings 
should be in a savings account? 


Answered by 
DORCAS E. 
CAMPBELL, as- 
sistant vice- 
president, East 
River Savings 
Bank, New 
York City. 


Tus is a riddle, unless I know 
more about you. You should by now 
have analyzed your financial status 
and your prospects, and be ready 
to answer some questions: 


Are you beginning to support 
yourself and making a financial 
schedule for living and retirement? 
(The subject is much in the air to- 
day, even for the young.) Or are 
you actually nearing your retire- 
ment age? 

Are you responsible, voluntarily 
or legally, for the support of any- 
one else? Is that responsibility apt 
to increase or decrease in the im- 
mediate future? Can you control 
it? 

Do you know your annual cost of 
living, and is that as you want it or 
are you aiming now to increase or 
decrease it? Is your job one that 
promises a steady salary rise; or do 
you gamble on commissions or un- 
certain fees? 

Does a savings account serve as 
a life goal or an emergency nest 
egg? Are you a person of sufficient 
discipline not to tamper with the 
nest egg, except when a real emer- 
gency or opportunity for investment 
arises? Should a larger portion of 
your savings be in U. S. Savings 
Bonds, where you can’t get it so 
easily when a mere whim moves 
you? 

There is a theory that a certain 
percentage of your income should be 
for rent or shelter, and there is a 
theory you should have at least six 
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months’ salary in a savings account. 
But the circumstances which sur- 
round you—not a _ theory—should 
determine the amount. 

Make a draft of your responsibil- 
ities, your opportunities. Chart your 
current holdings and your long 
range prospects. On the basis of 
facts and figures determine the 
amount of savings you should have 
for your security. 


INVESTMENTS 


Under what circumstances should a 
widow, entirely dependent upon in- 
come, invest in common stock? 


Answered by 
JAMES W. Woos- 
TER, JR., finan- 
cial associate, 
The Common- 
wealth Fund, 
New York,N.Y. 


Ownersue of a common stock cer- 
tificate is evidence of a partnership 
share in business. Owning and op- 
erating a business, either alone or 
in cooperation with others, involves 
the assumption of a considerable de- 
gree of risk. The amount of this 
risk will vary at different times and 
is of course different for individual 
industries and companies. 

Bonds and preferred stocks, al- 
though generally more conservative 
than common stocks, also involve 
risk. Therefore, a widow or anyone 
else, in the investment of money 
should realize that he cannot com- 
pletely avoid risk in putting these 
funds to work, and must consider 
the degree of risk incurred in rela- 
tion to his ability to assume risk. 
After deciding how much risk he 
can and should assume, he should 
then place his money in such a way 
as to get the maximum return in in- 
come, in growth or in other compen- 
sations for the risk which he is as- 
suming. 

One important factor in invest- 
ment which has received increasing 
attention in recent years, for rather 
obvious reasons, is the need for 
maintaining not only a given dollar 
income but an income which will 
maintain its buying power in terms 
of goods and services. Common 
stocks are far from being a perfect 
answer to this need for purchasing 
power maintenance, but they are one 
of the best and most practical meth- 
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ods, when properly employed, for at 
least mitigating the erosion in pur- 
chasing power which the dollar has 
been experiencing in recent years. 

The statement has been made that 
bonds and preferred stocks as a 
group involve less risk than common 
stocks. This generality is subject 
to many exceptions in its practical 
application. The common stocks of 
many strong companies where there 
are no senior securities outstand- 
ing, where the business is in a basic 
line and where management has 
demonstrated a long period of suc- 
cessful operations, involve consider- 
ably less in the way of risk than the 
bonds or preferred stocks of over- 
capitalized, weak corporations oper- 
ating in unfavorable fields. In my 
opinion common stocks can and 
should have a definite place in the 
investment portfolio of the great 
majority of investors, including 
widows. 

Because of the need for an extra 
degree of caution in the case of a 
widow entirely dependent on income 
from her investments, it is espe- 
cially important that a carefully 
thought out plan be set up, and 
competent advice obtained, probably 
from her banker and lawyer. An ob- 
jective study of her investment 
needs will, I believe, in many cases 
indicate the desirability of including 
common stocks in her investment 
list. Just because they bear the 
label of common stocks is no reason 
for excluding them, provided they 
are carefully selected and frequent- 
ly reviewed. 


INSURANCE 


Why do life insurance companies 
charge such high rates of interest 
on policy loans? 


Answered by 
DUDLEY B. MArR- 
TIN of the Insti- 
tute of Life In- 
surance, New 
York City. 


F isr, let me meet the assumption 
in the question that the rate of in- 
terest charged on policy loans is 
high. Actually, the rate of interest 
on policy loans, which are usually 
for relatively small amounts, com- 
pares not unfavorably with the in- 


“So I put a little dot at the wrong 
place and you raise the roof!” 


terest cost of small personal loans 
made by commercial banks. The pol- 
icy loans made by life insurance 
companies are really a small loan 
business and the costs of handling 
this type of operation are relatively 
high. 

In New York State, to cite one 
example, the maximum charge per- 
mitted on life insurance policy loans 
has been 5 percent since 1939. On 
policies issued before that date, the 
interest rate, as specified in the con- 
tract, may be 6 percent. 

In arriving at an interest rate for 
policy loans, your life insurance com- 
pany seeks a net return on them that 
will be about equivalent to the net 
return it obtains from its other in- 
vestments. 

The fulfillment of your life in- 
surance contract requires the earn- 
ing of a certain rate of interest 
on reserves, and any margin by 
which your company’s earnings ex- 
ceed that figure accrues to your 
benefit, either through the extra 
safeguard it provides or by reducing 
the cost of your insurance. 

One fact to keep in mind is that 
the policy loan interest rate is fixed 
when you take out the policy. Your 
company is irrevocably bound to 
lend you money on your policy at 
this rate, regardless of what eco- 
nomic conditions exist when you de- 
cide to borrow. 

In contrast to other types of bor- 
rowing, a policy loan does not call 
for repayment on any definite date 
or within any specified period of 
time, and does not require an es- 
tablished credit rating. 
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ESTATES 


Please give me some idea of the fees 
charged by a bank for service as 
trustee, and on what they are based. 


Answered by 
GILBERT T. STE- 
PHENSON, re- 
tired Di- 
rector of Trust 
Research, The 
Graduate School 
of Banking. 


Tue most practical response I can 
make to this request is to state at 
what rate we are paying a trust 
company to administer our living 
trust; and it would be the same if 
it were a trust under will. 

The annual commission on income 
is 5 percent of the first $5,000, 4 
percent of the next $7,500, 3 percent 
of the next $12,500, 214 percent of 
the next $25,000, and 2 percent on 
all over $50,000. 

The annual commission on prin- 
cipal is $4 per $1,000 of the first 
$25,000; $3, of the next $25,000; $2, 
of the next $50,000; $1, of the next 
$100,000; and 50 cents per $1,000 of 
all over $200,000. 

If our trust yields 4 percent and 
runs 20 years, the trustee’s annual 
charge, at the above rate, for ad- 
ministering a $10,000 trust will be 
$60 or $5 a month; $25,000, $150 or 
$12.50 a month; $50,000, $275 or 
$22.86 a month; $100,000, $475 or 
$39.58 a month; $250,000, $850 or 


$70.83 a month; $500,000, $1,300 
or $108.33 a month. When the 
trustee’s compensation is placed on 
a monthly basis, the inexpensive- 
ness of trust service, compared with 
other managerial service, becomes 
rather impressive. 

The above rates are lower than 
those prevailing in some states and 
higher than those prevailing in 
other states, but they are about the 
average for the country as a whole. 

Although the creator of a trust 
may provide for the trustee’s com- 
pensation to be based wholly upon 
principal or wholly upon income, 
the growing practice, as above, is to 
base it partly upon principal and in- 
come each and to put the trustee’s 
compensation upon a pay-as-you- 
go basis. 


TAXES 


When husband’s and wife’s estates 
are about the same size, is it worth- 
while to apply the marital deduc- 
tion? 


Answered by 
J. LASSER, 
tax expert and 
author of popu- 
lar books on 
taxes. 


Usuatty the marital deduction of- 
fers less advantage—perhaps none 
at all—if the husband’s and wife’s 
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“Forgive me, sir, the last client I had to refuse broke me 
up something awful” 
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By the Way... 


Brother, if you stand and watch 
the world go by, it sure will. 


Ignorance makes prejudices en- 
joyable. 


In America you can tell the poor 
because they drive and wash their 
own cars. 


A successful politician is one who 
plays both ends against the tax- 
payer. 


Peace has its victories, but we 
would like a victory some time that 
had its peace. 


Is lasting peace possible until 
there are more bones than dogs? 


In the United Nations, the big na- 
tions at least won’t let the little ones 
fight each other. 


Men think with their brains and 
act with their pocketbooks. 


Is the fix we’re in in Korea the 
prefix or the suffix? 


estates are already equal. Under 
those circumstances, they have al- 
ways been able—by means of trusts 
under their wills—to have each es- 
tate taxed for half the total prop- 
erty and no more. 

Sometimes it might be used when, 
for example, the husband thinks it 
likely that his widow will survive 
him 10, 15, or 20 years, inasmuch 
as she is considerably younger than 
he is. He knows that whatever 
amount of tax he can save in his es- 
tate by means of the marital deduc- 
tion will be just that much more 
capital available to his widow for 
the rest of her life. 

If husband and wife each leave 
a $200,000 estate, a $50,000 marital 
deduction will reduce the Federal 
tax on his estate by $14,000. At 4 
percent the tax saved will yield the 
widow more than $500 income per 
year. The husband believes that it’s 
better to reduce his tax and give her 
this added income, even though in 
doing so he might increase the tax 
on his widow’s estate by somewhat 
more than the $14,000 he saves in 
his own. 
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Protecting Retirement Income 


ETHODS used by more than 

100 companies to meet the 

retirement income-family se- 

curity problem of their executives 

are analyzed in a study by Business 
Reports, Inc., New York. 

The organization points out that 
today’s $25,000 executive has only 
$10,125 left in 1939 dollars after 
taxes; the $50,000 man has less than 
$16,000 in prewar purchasing power. 
In 1940 the take-home amounts were 
$22,000 and $35,000, respectively. 

“After keeping up with the scale 
of living required by his job,” says 
a summary of the study, “there is 
little or nothing left to save for re- 
tirement and family income. To 
have income at age 65 equal to half 
his present take-home pay, a 50- 
year-old executive must now save 
more than 46 percent of his annual 
net salary.” 

Observing that corporate employ- 
ers have a large stake, too, in solv- 
ing this problem, Business Reports 
goes on to say that “many crack ex- 
ecutives, particularly in the second 
level, have discovered they can build 
more wealth and family security as 
successful local dealers than as vice- 
presidents.” Therefore, new pay 
plans are being developed “to at- 
tract and hold experienced men and 
to focus on company operations 
much mental energy now devoted to 
family financial worries.” 

The study finds that “money put 
into a qualified pension plan will 
give an executive two-thirds more 
retirement income than the same 
amount paid to him in salary and 
saved by him in an annuity con- 
tract. Likewise, the same money 
applied to a deferred pay contract 
with his company will give him one- 
third more retirement take-home 
pay than savings out of current sal- 
ary.” 

A recent example of the deferred 
pay plan is the National Broadcast- 
ing Company’s arrangement secur- 
ing the services of Milton Berle for 
the next 20 years. The net effect is 
to give Berle “nearly three times as 
much take-home pay over 30 years 
as he could keep after taxes out of 
the same money taken in three years 
at the full rate his present popular- 
ity permits him to demand.” 
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Business Reports points out that, 
although an executive runs inflation 
risks when he accepts a fixed amount 
of dollars payable upon his retire- 
ment or death, the risk can be 
hedged by stock options which per- 
mit him to ride with, rather than 
against, inflationary trends. The ad- 
vantages are shown by these fig- 
ures: 

1939 1951 
Value of dollar $ 1.00 $ .542 
Dow-Jones indus- 
trial average 
Moody’s yield on 
industrials 


142.66 243.95 


3.9% 6.79% 


“Tf an executive had an option to 
acquire stock at the 1939 Dow-Jones 
level, he would have about the same 
percentage gain on the stock as his 
percentage loss on the dollar. If he 
had exercised his option to buy the 
stock at the 1939 Dow-Jones level, 
the 1951 dividend level on that stock 
would give him a yield of 11.6 per- 
cent on his investment. Thus, by 
matching the size of a stock option 
against the dollar value of future in- 
come, the executive can be given a 
reasonable inflation hedge. . . .” 

“Strain on the executive’s budget 


“I don’t know if you’ve noticed the 
change, but there’s a positively un- 
American personnel policy around 
here. Everytime a boy is drafted, they 
hire a girl to take his place!” 


may also be relieved by a company 
commitment of income to his widow 
and children. The same number of 
dollars will buy considerably more 
family security if the employer-cor- 
poration promises income to an ex- 
ecutive’s family than if the company 
pays him more salary so that he can 
buy insurance to provide comparable 
protection. 

“There is an important place, too, 
for insurance contracts to fund and 
to carry the risks on company com- 
mitments for future payments. The 
Business Reports study contains il- 
lustrations which show how the same 
dollars necessary to give the execu- 
tive a pay increase for him to pro- 
vide for his own and his familv’s 
security will, when invested by the 
company in an insurance contract, 
provide not only equivalent securitv 
for him. but also a_ substantial 
amount of tax-free comnanv funds 
to replace the executive if the com- 
pany should lose him before his re- 
tirement. 

“Up to this point the pension plan 
has not been particularly valuable in 
meeting the executive problem be- 
cause of restrictions which the Trea- 
sury has placed on its use. Several 
recent developments have combined, 
however, to increase its efficiency as 
a retirement and investment vehicle 
for executives and particularly for 
officer-stockholders in small corpo- 
rations, Business Reports’ research 
has revealed. National Biscuit and 
Air Reduction have recently 
amended their pension plans accord- 
ingly to provide more adequately for 
their executives.” 

Several companies have used a 
combination of the available tech- 
niques. The research study analyzes 
the elaborate plans of Chrysler and 
Federated Department Stores to pro- 
vide for their executives by a fully 
developed combination of pension 
plan, salary continuation contract, 
and stock option and stock purchase 
arrangements. 

The study also points out that 
each dollar of business expense for 
which an executive is not reimbursed 
can eat up $2 or more of his salary, 
and analyzes what companies are do- 
ing to relieve their executives of 
this strain. 


n- 

or 

ir 

X- 

be 

at 

il 

es 

d 

€ 

er 

S 

e 

= 

| 

‘ | | | 

8) | | 

lal 

pee | | 

e ry it 

s | 

| | | 

n \} 

59 


Income Taxes and Estate Planning 


EARL S. MacNEILL 


The author is vice-president of the Irving Trust Com- 
pany, New York City. 


HE Revenue Act of 1951 did not affect estate and 
gift tax rates, but it did affect estate planning. For 
there is a trinity of taxes that bedevils the world 
of the estate planner: the third is the income tax. The 
fact that income tax rates have been increased from 
15 percent to 28 percent over the rates effective in 
1950 (and that further increases are threatened) is of 
great significance to the person of substantial means. 
There is perhaps too much preoccuption with estate 
taxes in this process which, for want of a better title, 
we call estate planning. It isn’t entirely the planner’s 
fault, either. Many times he wonders at the amount of 
sleep his clients must lose in worrying about taxes they 
will never live to see paid, while opportunities for im- 
mediate saving of taxes knock futilely at the locked 
doors of their minds. Locked, because the principle of 
spending money to save money is not accepted. 


Composite of Actual Cases 


An example may be helpful. This is not an actual 
case, but a composite of many actual cases. Our cus- 
tomer, Elmer Doaks, has a business worth $200,000. It 
is incorporated; his yearly income from it is $30,000 in 
salary and $10,000 in dividends. Apart from his busi- 
ness, Doaks has $200,000 invested in bonds and stocks 
—mostly the latter so his investments have added 
$10,000 to his yearly income. With his home, and some 
other real estate, and with life insurance, Doaks has a 
taxable estate that will easily add up to $550,000; there 
is other income, too—rents, for example; but we will 
assume that his net income is $50,000. To this, Mrs. 
Doaks adds $10,000 of income from a trust fund 
created by her father and from investments, totalling 
$50,000, of her own. 

Let us look at the tax incidents of this cozy picture. 
In 1950 the income tax on Mr. and Mrs. Doaks’ joint 
returns, based on the same income, would have been 
$23,351. In 1952, it will be $28,548. The estate tax on 
Doaks’ estate, after taking credit for the maximum 
marital deduction, would be $52,200. This figure doesn’t 
bother Doaks very much during business hours, but it 
pops up sometimes at midnight when he is wakeful. 

One morning, following such a bout, he dropped in 
to see the trust officer of his bank. 

“T have heard,” says Elmer Doaks, “about this busi- 
ness of giving $3,000 away each year tax-free— and 
your literature tells me that now the annual ‘exclusion,’ 
as you call it, is $6,000 because of this ‘community 
property’ idea of splitting gifts between husband and 
wife. We’ve got two children, so that means I can give 
away $12,000 tax-free every year, doesn’t it?” 

The trust officer is no Mr. Timid-Soul, so with tact 
in his voice but conviction in his heart he demands, 
“Why trifle?” And then he moans a little. “Why, oh 
why, can’t we get people to remember the $30,000 life- 
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time exemption, also doubled by operation of the split- 
gift principle? And why do people hate so to pay just 
a little bit of gift tax, when savings of income and 
estate taxes can relatively be so enormous?” 

We will leave our (equally fictitious) trust officer 
filling the air with rhetorical questions and show quickly 
the end result achieved with Elmer Doaks’ cooperation: 

There were several courses open to Doaks. This 
particular course best fitted his temperament and the 
circumstances and potentialities of his children, a son 
and a daughter both of age; both married. 

To the son he said: “You are just starting in the 
business, which I hope you will own some day. Your 
salary is appropriate to your official position in the 
business—all that I can pay without disturbing the 
morale of key employees. But you have not been un- 
aware that in various ways—such as by giving you 
a car—I have been supplementing your income. Now 
I am going to give you one-quarter of my stock in the 
business; the gift will be worth $50,000, at today’s 
valuation; and dividends presently are $2,500. With 
your aid we can increase value and dividends, both.” 

To the daughter he said: “Your husband is doing 
pretty well, but your mother and I have been generous 
to you in various ways. Well, we’re going to quit being 
generous—in quite the same ways. I’m going to set up 
a trust fund of $50,000 in bonds and stocks, balancing 
a gift of an interest in the business that I’m making to 
your brother. The bank, which will be trustee, will be 
investing this more conservatively than I have been, 
but after the trustee’s charges there should be $1,500 
of income, net. Not so much as the income that your 
brother will earn from his stock—but then he is working 
to maintain those earnings, and he is also assuming 
the risks that go with the business.” 

The net result was this: The taxable income of Mr. 
and Mrs. Doaks was reduced by $4,000—although the 
$4,000 would continue to stay in the family, going now 
to the children in an organized way instead of casually, 
as before. This cut $2,680 out of the Doaks’ joint income 
tax and added relatively little to the taxes of the son 
and daughter, who were in much lower brackets. The 
gift tax cost—taking $60,000 in exemptions and $12,000 
in exclusions—was only $2,040. “It’s like an invest- 
ment,” Elmer Doaks tells his friends. ‘““An investment 
that pays itself out in the first year—that will pay over 
100 percent dividends while tax rates stay high.” 

There will be a bonus, too, Doaks calculates—a bonus 
to his heirs. The saving in estate tax, made possible by 
taking $100,000 from his taxable estate, will be 
$13,800. 

NoTE: The case of Elmer Doaks offers possibilities 
for further discussion. How will he dispose eventually 
of his business? In the planning of his will, how can he 
combine practicality with maximum savings of taxes? 
How best can he provide for his wife, his son and his 
daughters? We would like to hear from readers; their 
suggestions will be reported in a later issue. 
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“My G-E Automatic Clothes Washer gets 


clothes so nice and white and so dry. 


“My G-E Range is wonderful. The oven heats 
up so quickly, so evenly. 


“I don’t believe there’s a finer refrigerator 
made than a General Electric!” 


Common-sense financing 


for today’s homes! 


First, the problem of which you’re so well aware: 


Some houses are sold without kitchen or laundry 
appliances. 


This means that new home-owners—after commit- 
ting themselves to a mortgage—also find they must 
buy essential kitchen and laundry appliances. These 
appliances are often paid for on short-term loans. 


These small loans sometimes become a financial 
burden, and may interfere with regular mortgage 
payments. 


Avoiding hardship 


This is not the case when modern appliances are con- 
sidered a basic part of the house—and are paid for as a 
part of the long-term mortgage. 


For instance, Mr. Carl B. Anderson, builder, of 
Virginia, Minnesota (shown on these pages with a 
home-owner) arranged with a local lending institution 
to have General Electric equipment included in mort- 
gages for only $4.85 a month extra. 


The buyers of these General Electric equipped 
homes are more satisfied with their investment, and 
they’re more willing mortgagors. 


Furthermore, the economical operation and long 
life of G-E appliances may offset the slight increase in 
monthly payments. 


The lender’s interests are protected, too, because 
the house is truly up-to-date . . . one that the home- 
owners are proud to maintain. 


Are you including G-E Kitchen-Laundry equipment 
under the Packaged Mortgage? 

Home Bureau, General Electric Company, Bridge- 
port 2, Connecticut. 


You can put your confidence in— 


GENERAL @@) ELECTRIC 
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You can increase protection... save 
up to 99% in filing space, by 
putting your Recordak Microfilmer 
to work in “off periods” between 
daily routine jobs. 


LOOK at the records you have accumulated in your 
bank this year—and in years past. 
You'll find that they generally fall into three 
classifications: 
(1) records which must be kept as a result of state or 
federal laws and statutes of limitations 
(2) records which—in certain states—can be destroyed 
if previously microfilmed 
(3) records which are free of all regulations. 


When all 3 types are microfilmed, you’re dollars ahead: 


The records which must be kept can be moved to 
low-cost storage areas — freeing valuable floor space. 
And records in the other two groups can be destroyed 
immediately after microfilming—which will undoubt- 
edly reclaim the greater percentage of space now wasted 
unnecessarily. 

In addition, reference will be faster, 
more convenient—for your 
Recordak microfilm copies can 
be filed at your finger tips— 


As many as 28,000 letter-size documents 
can be recorded on four 100-foot rolls 
of 16mm. Recordak Microfilm. 


ready for immediate review in your Recordak Film 
Reader. Also— you'll have greater protection, for your 
records can’t be tampered with or altered without de- 
tection ... and will remain intact year after year. 

So check the latest laws and regulations applying 
to your operations . . . and get full value from your 
Recordak Microfilmer. Recordak Corporation (Subsid- 
iary of Eastman Kodak Company), 444 Madison Ave- 
nue, New York 22, N.Y. 


**Recordak” is a trade-mark 
=RECORDPK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming 
—and its application to 
banking systems 


If you are now renting a Recordak 
Microfilmer and prefer outright 
ownership, you will receive a 
credit allowance equal to 50% 

of your rental payments 

within the last 36 months, 


Check List of Bank Records for ““De-bulking” on Recordak Microfilm 


Commercial ledgers 
Savings ledgers 

(_] Savings withdrawals 
[_] Savings deposits 

[_] Note department liability ledgers 


ledgers [| Christmas Club records 
|_| Correspondence 
Wire transfers 


|_| Ledger sheets of suspense 


accounts 


Auditing department daily 
statements and debits 
and credits 


Judgments 
[_] Deposit slips 
[_] Canceled cashier’s 


(_] Trust department asset checks 


[_] Certified checks 
[_] Expense checks 
[ | Dividend checks 
(_] Credit department records 
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Banker-Forestry meeting in Meramec State Park and Forest, Sullivan, Missouri 


News for Country Bankers 


CCC Believed 


Receptive to Higher 
Interest to Lenders 


Bankers Association to the Sec- 

retary of Agriculture that the 
bankers be permitted to appear at 
a meeting of the Board of Directors 
of the Commodity Credit Commis- 
sion and its Advisory Board to out- 
line the bankers’ contention that 
they should be allowed a more 
equitable share of the interest paid 
on CCC loans was granted. 

A statement calling attention to 
the going rate on Government bonds 
and prime commercial paper was 
read by the bankers to substantiate 
their claim that the present 114 per- 
cent received from CCC loans is 
ridiculously small and out of line 
with the situation as it existed at 
the time this rate was established. 

Every one present sensed that the 
officials wanted to be fair in the 
situation and felt that some increase 
should be allowed to the lenders to 
take care of the higher cost of 
money. However, some of the CCC 
officials observed that any such in- 
crease would have to be passed 
along to farm borrowers, to which 


Te request of the American 
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the bankers countered with the 
statement that they made no re- 
quest that the rate to farmers be 
increased and wanted only a larger 
proportion of the going rate of 3 
percent paid by farm borrowers. 

At present there are aproximately 
$1-billion of CCC loans in banks 
and it is estimated that by July 1, 
1952, they may reach $1.5-billion. 
On the basis of $1-billion, a 144 per- 
cent increase in the CCC interest 
rate to the banks would mean a $5- 
million increase for them. 

The following bankers assisted 
in presenting the A.B.A.’s position: 

R. N. Downie, president, Fidelity 
State Bank, Garden City, Kansas; 
William B. Schiltges, president, 
Fletcher Trust Company, Indian- 
apolis; John H. Crocker, president, 
Citizens National Bank, Decatur, 
Illinois; A. C. Idsvoog, president, 
Grafton National Bank, Grafton, 
North Dakota; Jesse W. Tapp, 
executive vice-president, Bank of 
America, San Francisco; J. O. Brott, 
assistant general counsel, A.B.A.; 
and A. G. Brown, deputy manager 
of the A.B.A. and director of the 
Agricultural Commission. 

Two banker members of the CCC’s 
Advisory Council attended an all- 
day meeting of the Council the fol- 


lowing day. These were: Elwood 
Brooks, president, Central Bank & 
Trust Company, Denver, and Erle 
Cocke, president, Fulton National 
Bank, Atlanta, Georgia. Mr. Brooks 
is a member of the A.B.A.’s Com- 
mittee on State Legislation, and 
Mr. Cocke, the A.B.A.’s Government 
Borrowing Committee. 


Woodland Management 
Results Reviewed 


T a recent banker-forestry meet- 

ing near Sullivan, Missouri, the 
results of 14 years of scientific wood- 
land management at Missouri’s 
Meramec State Park were demon- 
strated for some 60 bankers and 
around 40 forestry experts, including 
representatives of the Agricultural 
College, Conservation Commission, 
USDA, farm organizations, and 
newspapers. 

While Missouri’s forests now yield 
approximately $40-million annually 
in timber production, they could 
yield up to $200-million under proper 
management, Professor R. H. West- 
veld, chairman, forestry department, 
University of Missouri, told the 
assembly. 

Between a noon luncheon and 4 
6 o’clock dinner, both of which were 
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given by the Federal Reserve Bank 
of St. Louis, six different projects 
were examined, as follows: 

(1) Old growth of white oak 
typical of many such areas in the 
state, with estimates of present 
value, annual growth, and probable 
future earnings from select cutting. 

(2) Black walnut plantation es- 
tablished in 1938, with an estimate 
of future income. 

(3) Oak stand badly damaged by 
fire in 1941, showing both damage 
and progress toward recovery under 
good management. 

(4) Meramec Forest Nursery, 
with discussion of the shrub and 
tree production program of the Mis- 
souri Conservation Commission. 

(5) Forest fire fighting equip- 
ment. 

(6) A 14-year-old short-leaf pine 
plantation, with discussion of cost 
of establishment and estimated fu- 
ture earnings. 

At the conclusion, the MBA voted, 
to give more consideration to forest 
resources in its program; to increase 
the responsibility of its agricultural 
credit committee to cover forestry 
problems, and renamed the com- 
mittee “The Agricultural and For- 
estry Committee.” 


Jesse W. Tapp 
Named to Post in 
4-H Builders’ Council 


ESSE W. TAPP, executive vice- 
J president of the Bank of Amer- 
ica, has been named vice-chairman 
for banks and financial institutions 
of the Builders’ Council of the Na- 
tional 4-H Club Foundation of Amer- 
ica. The purpose of the council is 
to support the Foundation’s five- 
point program of service to rural 
youth. 

The National 4-H Club Founda- 
tion of America is an educational 
nonprofit organization with head- 
quarters in Washington, D. C. Its 
program includes research into the 
developmental needs of youth, the 
international farm youth exchange 
program, development and operation 
of the National 4-H Club Center, 
citizenship training for youth, and 
training of extension workers and 
local 4-H Club leaders in human 
relations. 

Mr. Tapp is economist for the 
Bank of America as well as adviser 
to the bank on agricultural financing 
policies and a member of its man- 
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Everett Mitchell, of NBC’s National Farm 
and Home Hour and chairman of the 
Builders’ Council of the 4-H Club Foun- 
dation, with Mr. Tapp at the council’s 
organization meeting in Chicago 


aging committee. He is a nationally 
recognized expert in agricultural 
economics. 

In April of 1951 Tapp was named 
special adviser on agricultural prob- 
lems to Economic Stabilizer Eric 
Johnston. 

Mr. Tapp is chairman of the 
A.B.A. Agricultural Commission’s 
committee on Farm Credit and Farm 
Land Prices. 


Stockmen Entitled 
to Capital Gains 
on Livestock Sales 


N amendment to the Internal 
Revenue Code by the Revenue 

tal gains on the sale of livestock 
Act of 1951 provides specifically 
that stockmen are entitled to capi- 


At the University of Illinois-Illinois 
Bankers Conference, L. E. Card (in 
shirt sleeves), head of the department 
of animal husbandry, College of Agri- 
culture, explains beef cattle feeding 
techniques to some of the 250 bankers 
in attendance at the two-day meeting. 
On the first morning a tour of the 
farms included stops at the beef barn, 
agronomy farm, and dairy barns 


held by them for draft, breeding, 
or dairy purposes. 

Under the new law, according to 
the National Livestock Tax Com- 
mittee, breeding, draft, and dairy 
livestock qualify as property used 
in a taxpayer’s trade or business, 
and, therefore, only one-half of the 
profit received from the sale of such 
livestock is taxable income for in- 
dividuals. For corporations, the en- 
tire profit is taxable in accordance 
with established corporate tax law. 
As to both individuals and corpora- 
tions, the tax may not exceed 26 
percent of the profit. 

Under this new law, a stockman 
is entitled to capital gains on the 
sale of an animal, provided the 
stockman can show two facts: (1) 
That he held the animal for at least 
12 months; and (2) that he was 
holding the animal for use in his 
own breeding herd. 

The holding period is extended 
from six to 12 months; therefore, 
as to sales made during the year 
1951 and future years, the animals 
involved must have been held for 
12 months or more. For sales made 
in 1950 and before, six months is 
the holding period. The new amend- 
ment is retroactive to January 1, 
1942. But, generally speaking, claims 
for refund may be made only for 
the years 1948, 1949, and 1950, 
since the statute of limitations has 
run on most taxpayers as to years 
prior to 1948. 


First Minnesota 
Ag Short Course 
Scholarship Awarded 


S= banks in Olmsted County, 
Minnesota, have contributed 
$400 for a two-year agricultural 
short course scholarship at the 
School of Agriculture, University of 
Minnesota. 

The Olmsted banks are the first 
in the state to set up a scholarship 
under the plan approved recently by 
the Minnesota Bankers Association, 
according to R. A. Bezoier, vice- 
president of the First National Bank 
of Rochester. Other counties in Min- 
nesota, however, are expected to 
offer the short course scholarships. 
Mr. Bezoier said that the one pro- 
vided by the Olmsted County banks 
is the first of a series of annual 
presentations. 

Robert Carson of Simpson, Min- 
(CONTINUED ON PAGE 103) 
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The Financial Side of Tree Farming 


The author is business manager 


of the Oregon Journal, Portland, 
Oregon. 


REGON bankers are stepping in- 
@) to the breach to help lumber- 


men and other forest products 
manufacturers of the nation’s No. 1 
timber state with a major problem 
—trees for tomorrow. 

Initial steps are being taken by 
the statewide First National Bank 
of Portland’s group of branches and 
affiliates. Foresters hope it will 
become a_ general movement to 
promote —and help financially — 
the bringing of farm woodlots into 
the nationwide tree farm program 
of intensive timber management. 
With small ownerships of forest 
lands ranking near the top in poten- 
tial sources of raw materials for 
sawmills, pulp mills, furniture fac- 
tories, and other plants, this First 
National move has brought sincere 
praise from such influential forestry 
groups as the West Coast Lumber- 
men’s Association (Oregon, Wash- 
ington, and California) and Amer- 
ican Forest Products Industries, Inc. 
(nationwide forestry organization 
leading the tree farm and “Keep 
Green’? movements). 


Project Directors 


The bank’s new project will be 
under the direction of Vice-president 
E. F. (Fritz) Slade, assisted by 
William R. Wells, assistant vice- 
president. They will provide the 
active leadership in working with 
branch managers and agricultural 
field men scattered throughout the 
Willamette valley. 

Among the field men who will be 
given special training in farm 
forestry fundamentals (several al- 
ready are familiar with forest 
problems) is J. E. Blinkhorn of 
Oregon City, 1951 chairman of the 
Oregon Bankers Association’s agri- 
culture and forestry committee. 

Still in its embryo stage, the First 
National plan calls for five phases: 

(1) Provide further training for 
agricultural field men in forest har- 
vesting and marketing. 
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Agriculture and forestry representatives of the First National Bank of Portland 
get some first-hand instruction on forestry from the Douglas industry’s chief 
forester, William D. Hagenstein, left. Watching, left to right, Mr. Wells; Mr. 


Blinkhorn; and T. B. Elder, field man. 


(2) Have field men advise farm- 
ers on possibilities of their woodlots. 
Most woodlots will range from 20 to 
200 acres. 

(3) Arrange for a_ technical 
forester to handle final details. 

(4) Help arrange for equipment 
and harvesting loans where feasible. 

(5) Cooperate in the “Keep 
Green” program, an integral part 
of tree farming. The bank this fall 
mailed 200,000 Keep Oregon Green 
stuffers with its customer state- 
ments. 

With tree farming now a proven 
forestry procedure, national bankers 
hope eventually to be allowed to 
make direct loans on woodlots that 
have sustained commercial value. 
Farmers now are realizing regular 
incomes from thinning, re-logging, 
and other phases of tree farming. 

However, section No. 24 of the 
Federal Reserve Act (USC Title 
XII, section No. 371), prohibits na- 
tional banks from using unimproved 
real estate as collateral for loans— 
interpreted now as including farm 
woodlots. In the light of successful 
tree farming by such big names in 
lumbering as Weyerhaeuser, Long- 
Bell, and many others in virtually 
all the timbered states, bankers and 


Increment bore checks growth rings 


foresters alike are looking for an 
eventual change in the regulations. 

First National’s plan in Oregon 
is not without precedent. Georgia 
bankers, for instance, have combined 
forces with the state forester, rail- 
road industrial agents, and the Uni- 
versity of Georgia extension service 
to push farm forestry in that south- 
ern pine region state. James C. 
Shelor, vice-president of Fulton 
National of Atlanta, reports that 
249 local bankers joined the pro- 
gram and 152 tree planters were 
purchased and made available from 
December to March during the tree 
planting season of 1951. 

In the Pacific Northwest the prob- 
lem now is more a matter of properly 
managing and marketing the timber 
nature has so plentifully supplied. 
Farmers have been making as much 
as $3 an hour for their tree farming 
efforts in off-seasons for other crops. 

William Hagenstein, forest engi- 
neer for the forest conservation com- 
mittee of Pacific Northwest Forest 
Industries, points out that the 1950 
Oregon forest products income was 
$890-million against $500-million for 
agriculture, including subsidies. “We 
need that farm woodlot timber to 
keep the state’s economy in gear.” 
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A livestock loan is made by banker 
R. G. Webber (center) to feeder 
Ray Butz (right) with recommendation 
of Purina Dealer Jim Elliot. 


“Net Worth” of Feeder Is Key to This Banker’s Financing Program 


Robert G. Webber, President of the Sterling State 
Bank, Mt. Sterling, Ohio, handles loans for the pur- 
chase of livestock, livestock feed or both in three 
ways, depending on the net worth of the feeder: 


with a financial statement that shows medium worth. ) 


3. Loan is made on a note from the feeder, plus a 
chattel mortgage on these animals and other ani- 


mals and machinery to secure the note. (To good 
1. Loan is made on a straight note from the feeder, feeders with a weak financial statement.) 


usually for the time it takes to finish the animals. In no case is a loan made to poor feeders. Says Mr. 
(To good feeders with a sound financial statement.) Webber, “I have found it wise to work closely with 


, one’s Purina Dealer as he is of great help in supplying 
2. Loan is made on a note from the feeder, plus a 


information as to whether the feeder is following a 
chattel mortgage on the animals. (To good feeders sound program of management and feeding.” 


OPPORTUNITIES IN YOUR COMMUNITY 


There are new opportunities for community building in 
your town, too. Why not make it a point to talk over the 
livestock and poultry possibilities of your area with your 
Purina Dealer soon? 

If you do not have a Purina Dealer in your town now, 
find out about the Purina Franchise as an opportunity 
for young men in your community, Purina Chows for 
livestock and poultry and Purina Sanitation Products 
are distributed from 55 strategically located plants and 
warehouses. They carry the Checkerboard label, rural 
America’s best-known trade-mark. 


For more information on the Purina Franchise, write 
to Department C. 


RALSTON PURINA COMPANY 
1605 Checkerboard Square St. Lovis 2, Missouri 
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A Wealth of Ideas 


On Farm Credit and Bank Operations 


[HEN you attend a meeting 
such as the highly success- 
ful and inspiring fifth an- 
nua! Farm Credit and Bank Opera- 
tions Conference in Syracuse last 
month, sponsored by the New York 
State Bankers Association, you come 
away with a renewed respect for 
the American tradition of getting 
together to talk things over. 

Mindful of the increased respon- 
sibilities placed on banks by the in- 
ternational crisis, the conference 
managers arranged a program that 
gave the 300 attending bankers 
something tangible to help them 
solve their everyday banking prob- 
lems. Speeches and discussions were 
noticeably free of meaningless plati- 
tudes and generalities and bankers 
readily entered into the provocative 
discussions. 

During each of the eight 50-minute 
session periods, three group confer- 
ences were held, thus giving a total 
of 24 separate sessions. Nearly every 
speaker and panel group made two 
appearances on the program, there- 
by giving delegates an opportunity 
to hear each speaker or panel. 

This was the kind of a meeting 
that poses a real problem for a 
reporter. Your reporter—and pho- 
tographer—was busier than that 
much-heralded one-armed paper- 
hanger as she scurried from session 
tc session. But try as she did she 
couldn’t quite cram them all in. 


See What Happens... 
Anyone faced with the task of 


organizing or participating in a 
statewide farm credit and bank oper- 
ations conference will find some good 
pointers in this program. So come 
on and we’ll take this day and a 
half, hour by hour, and see what 
happens. 

In the first 50-minute conference 
period delegates had their choice 
among these speakers: W. O. Os- 
born, president of the State Ex- 
change Bank of Culver, Indiana, 
speaking on “A Modern Country 
Bank”; Dr. Paul E. Newman, direc- 
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A bit of mirth adds to the delegates’ enjoyment of the conference 


tor, dairy research, The Beacon Mil- 
ling Company, Inc., Cayuga, New 
York, on “Good Feeding and Good 
Credit’; and George A. Mooney, 
banking editor of The New York 
Times, on “Press Relations for 
Banks.” 


A Modern Banker Speaks 


“If you are going to run a bank to 
give service to the commuity in 
which you live,’ said Mr Osborn, 
“you must give borrowers the money 
they need, when they need it. If you 
see that a man is not entitled to a 
loan, you should spend 10 times as 
much time with him as you do with 
the man you are going to make a 
loan.” 

Mr. Osborn pointed out that when 
the first conditional sales contract 
was signed 40 years ago for the pur- 
chase of an automobile the country 
was producing but 200,000 cars a 
year. “When we got that conditional 
sales contract we turned another 
page,” he said, “we went into mass 
production, we helped the steel 
business, the rubber business, the 
gasoline business, and a great many 
other businesses—and we taught 
people that they must save.” 


Cultivate Editors 


Mr. Mooney urged the bankers to 
make friends with their local news- 
paper editors and reporters. “Give 


them the news,” he urged. “It is 
better to err on the side of sending 
them too much news than to send 
them too little.” 

“Most newspapermen, whether 
reporters, editors, or publishers are 
just ordinary, friendly, decent guys 
like yourselves,” Mr. Mooney said. 
“They have a job to do and a living 
to earn, and despite what you may 
have heard, they are not out to make 
trouble for anybody. As we all know, 
people usually can make plenty of 
trouble for themselves without any 
outside assistance. 

“For example—and please don’t 
shudder—if some day there’s a def- 
aleation in your bank, don’t clam 
up and thereby aggravate your 
troubles by making a mystery of 
the local sensation. Remember, the 
local newspaper man is your friend 
—or should be if you have developed 
your press relations—and he will be- 
come inclined to help you. . 

“He expects honest, straightfor- 
ward treatment, however. Don’t leave 
him to speculate on the extent of 
your actual loss as some have done. 
Don’t let your story become a series 
of headlines. Bring the newspaper 
people in and tell them everything 
you possibly can, including the max- 
imum figure of possible loss; make 
every scrap of information you have 
available. Take your cold shower 

(CONTINUED ON PAGE 70) 
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BANKS from all parts of the nation 
have been correspondents of The Hanover Bank 
FOR MORE THAN FIFTY YEARS 


“‘The procedure which you outlined for us 
certainly showed friendly and interesting 
thinking on the part of your bank. In fact, 
a Ca liforni a everything which has happened since we 
, have been associated has been so wonder- 
banker writes: ful that we want to express our apprecia- 
tion in banking language. Effective shortly, 
we are going to have all of our New York 
City items sent to you.” 


A BANK IS KNOWN BY THE CORRESPONDENTS IT KEEPS 


THE HANOVER BANK 


Member Federal Depostt Insurance Corporation 
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A Wealth of Ideas 


(CONTINUED FROM PAGE 68) 


then and there and get it over with. 
Believe me, and I’ve watched some 
of these things at close range, you'll 
fare better in the long run.” 


Another Speaker Group 


During the next 50-minute period 
—from 11:30 to 12:20—speakers in- 
cluded Clarence G. McDavitt, Jr., 
president of the Somerville (Massa- 
chusetts) National Bank, whose 
topic was “Are You Really Using 
Your Board?’’; Dr. C. E. F. Guter- 
man, director of research, New York 
State College of Agriculture, Ithaca 
on “What’s New in Agriculture?”; 
and Alan J. Flattery, assistant to 
the president of the Merchants Na- 
tional Bank and Trust Co., of Syra- 
cuse, on “Conditional Sales Contract 
or Chattel Mortgage?” 


Balance Boards 


Balance between older and younger 
men and between men of varied 
occupational skills is tremendously 
important, said President McDavitt 
in his discussion of “Are You Really 
Using Your Board?” 

Directors as a group can be of 
great assistance to a bank is stock- 
holder relations, according to Mr. 
McDavitt. “Today,” he said “stock- 
holder relations is a. tremendously 
important subject. The average bank 
stock is listed at 331% percent less 
than its liquidating value. The banks 
apparently are worth more dead than 
alive.” 

He mentioned three ways in which 
bank officers can raise the political 
and moral standard of government, 
as follows: 

(1) By contributing time and 
money to political affairs. 

(2) By counseling legislators. 
(An example of where such counsel 
might have been helpful was that 
of the bill passed by the last session 
of Congress, and repassed over the 
President’s veto, allowing disability 
benefits to veterans for nonservice 
disabilities. ) 

(3) By encouraging bank direc- 
tors to run for political office. 


Chattel Mortgage 


Mr. Flattery discussed default pro- 
cedure under a conditional sales con- 
tract in contrast to a similar pro- 
cedure under a chattel mortgage, 
using a repossession default chart 
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Banking Editor Mooney tells his audi- 
ence to “make friends with your local 
newspapers” 


from his HANDBOOK: New York 
Chattel Mortgages and Conditional 
Sales Contracts as the basis of his 
remarks. He told lenders that a 
conditional sales contract may in- 
volve a great deal of red tape and 
that a chattel mortgage is a prefer- 
able device. 


Banks As Lenders 


A. G. Brown, deputy manager of 
the American Bankers Association, 
was one of the speakers on the early 
afternoon session (from 2 to 2:50). 
In developing his topic, “Farm Prob- 
lem Affecting New York Bankers,” 
Mr. Brown pointed to a recent com- 
parative study of bank and PCA 
short-term agricultural loans out- 
standing on January 1, 1951 in New 
York State. This study, made by the 
A. B. A.’s Agricultural Commission, 
reveals that PCA loans outstanding 


Mr. Jamba speaks from personal ex- 
perience in public relations in agricul- 
tural banking 


amounted to $19,450,000 as against 
$61,178,000 for banks. (Similar 
studies are available for other 
states. ) 

The New York banks also were 
the largest institutional lenders on 
farm mortgages on January 1, 1951, 
Mr. Brown said. “Of the $167,581,- 
000 farm mortgages outstanding on 
that date,” he said, “the banks held 
$39,748,000; Federal Land banks, 
$29,351,000; life insurance com- 
panies, $9,572,000; and Farmers 
Home Administration, $2,969,000. 

He said that if he were a banker 
he would ‘not change his policy 
about making farm loans. “A loan 
—either real estate or nonreal estate 
production loan—to a good farmer 
on a good farm, properly appraised, 
will enable the farmer to produce 
the wealth with which to pay the 
loan and, as such, it becomes a desir- 
able asset for a country bank.” 


All Employees Public 
Relations Officers 


Another group of speakers made 
appearances on the podia. One 
of these was Nicholas A. Jamba, 
vice-president of the National Bank 
and Trust Co., of Norwich, New 
York, who spoke on “Public Rela- 
tions in Agricultural Banking.” 

“Public relations cannot be dele- 
gated to some one officer in the 
bank,” said Mr. Jamba. “Every staff 
member in every bank is a public 
relations officers. If you give your 
public one kind of service because 
you think that is the kind of service 
your public will be satisfied with, 
then you have one kind of public 
relations program. If you give your 
customers another kind of service 
because you feel that the cost doesn’t 
justify anything better than that, 
that is another idea of public rela- 
tions. But if you really want the 
people to know about your bank— 
what it is doing, what it is willing 
to do for its community, and how 
important your bank really is to 
the community—then you have still 
another public relations concept.” 


Farm Relations Pointers 


The first day’s final series of 
speakers brought to the dais a panel 
which discussed the “Farm Depart- 
ment in Operation.” It was composed 
of Dort A. Cameron, assistant secre- 
tary of the Lincoln Rochester Trust 
Co., moderator; Robert Purdy, man- 
ager, agricultural loan department, 
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The Oneida National Bank & Trust 
Co., of Utica; and Clyde Johnston, 
farm representative, Manufacturers 
& Traders Trust Co., Springville. 

Probable future income is always 
a major factor of consideration with 
Mr. Cameron’s bank when arriving 
at a decision on a loan application. 
‘“‘We feel that when lending for cattle 
or machinery—in other words when 
making capital loans—” he said, 
“we should not lend more than 10 
times a dairy farmer’s expected milk 
check.”’ About twice a year the Lin- 
coln Rochester makes a check of the 
town clerk’s records to see if its 
borrowers are going elsewhere and 
pledging assets. 

The practice of giving two agri- 
cultural parties a year is followed 
by the Manufacturers and Traders, 
according to Mr. Johnston. In the 
fall, the bank gives a farm family 
party, at which a film on an agri- 
cultural subject is shown, an agri- 
cultural leader speaks on a subject 
of interest, and refreshments are 
served. 

Its farm youth jamboree is held 
in the spring for members of the 
youth organizations. The youngsters 
help plan the party and have a part 
in the program. About 300 attend 
these two functions, which cost the 
bank about $200. 

“We also try to do something for 
the agricultural education of our own 
bank officers,” said Mr. Johnston. 
“For three years we have conducted 
a bank officers’ tour. Officers attend- 
ing have included men from our 
business extension, credit, and 
branch departments, top manage- 
ment officers, advisory board mem- 
bers, and agricultural department 
managers.” 


Granting Bonuses 


One of the most popular topics on 
the program was “Salary Stabiliza- 
tion and Your Bank,” which was 
skilfully handled in the first and 
third sessions of the morning by 
Benjamin Werne, adjunct professor 
of industrial relations, Graduate 
School of Business Administration, 
New York University and member 
of the New York Bar. 

On the question of bonuses, he 
stated: 

“Regulation of bonuses posed dif- 
ferent problems for the execu- 
tive - administrative - professional - 
outside salesman group and for the 
average wage and salary earner... . 
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Paneleers Johns- 
ton, Cameron, and 
Purdy tell how to 
operate an outside 
farm program 


In the last case, historical or usual 
practices must be carefully observed, 
and no employee may get a bonus 
more than the highest single bonus 
paid or payable in or with respect 
to a base bonus year. 

“The board governing the bulk 
of employees allows bonuses to be 
paid according to an established 
plan that meets prescribed tests. 
Further payments may be made 
even where there is no plan if they 
are not out of line with past cus- 
tomary practices. However, the 
Wage Board set an overall bonus 
ceiling for an individual employee 
of 25 percent of his total wage. 

“Controls will be enforced strictly 
and employers will be chargeable 
with knowledge of the regulations. 
Time, trouble, and expense will be 
saved if pay practices are carefully 
studied to assure conformance with 
the directives of the two governing 
boards.” 


Credit File Uses 


During the mid-morning confer- 
ence series, “How We Use the Sim- 
plified Credit File’ was discussed 
by a panel composed of: Harvey 
V. Delapena, vice-president, Grace 
National Bank, New York, modera- 
tor, and chairman of the NYSBA’s 
Committee on the Development of 
a Simplified Loan Credit File; A. 
Leonard Mott, president, First Na- 
tional Bank, Moravia; Leland B. 
Bryan, president, The First National 
Bank & Trust Co., of Corning; Dan- 
iel M. Warne, manager, Oneida 
Valley National Bank, Hamilton; 
and Walter A. Stoecker, techni- 
cal representative, Federal Reserve 
Bank of New York. 

The commercial bankers told how 
the credit file is used in their banks 
and gave specific case examples of 
its usefulness. It was the consensus 
that very little time is required in 
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keeping the record current once the 
file is installed. 

Mr. Stoecker told about his work 
as consultant to banks in the in- 
stallation of credit files. 

While stating that it was his ob- 
servation that the size of the bank 
governs, to a large extent, the policy 
as to which borrowers are covered 
by credit files, he “tries to concen- 
trate on the larger accounts.” 

In a summation, Mr. Delapena 
said: ‘“‘We consider all of the forms 
in the credit file important and in- 
dispensable to proper information 
about customers.” 

Just before the curtain, Dr. Van 
B. Hart, professor of agricultural 
economics at the New York State 
College of Agriculture, Ithaca, of- 
fered the bankers a variety of sug- 
gestions. 

“Remember,” said Dr. Hart, “that 
eventually after every war we have 
had a rapidly falling price level, 
and that neither Republicans nor 
Democrats are likely to repeal the 
‘law of water and molasses,’ i. e., 
when the general price level falls, 
prices of things farmers sell go 
down like water flows and things 
they buy like molasses.” 

Four of the most interested dele- 
gates were four German exchange 
students who came from Colgate 
University where they and six other 
German boys are students for the 
fall term. Later they will go to 
Washington to study our govern- 
ment. 

NYSBA officers who had a hand 
in planning and conducting the con- 
ference included President William 
T. Taylor, who is vice-president, 
Bankers Trust Co., New York; Vice- 
president Ernest H. Watson, who 
is president, First National Bank, 
New Rochelle; Secretary Albert L. 
Muench; and Assistant Secretary 
Robert E. Watts. 
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| BANK LAW NEWS 


BANK COMMISSIONER 


What the Legislature Omits from 
the Statute, the Court, as Mind- 
Reader Will Fill in. 


A SLIGHT impasse, illustrative of 
the manner in which the majesty 
of the law may have to fill the 
breach left by the legislative drafts- 
man, recently stemmed from a Mass- 
achusetts statute dealing with the 
conversion of cooperative banks into 
Federal savings and loan associa- 
tions. 

The statute, Mass. Laws of 1950, 
c.371 §1, provides that before share- 
holders meet to vote upon a pro- 
posed conversion, there shall be 
mailed to them “such form of letter 
concerning the proposed conversion 
as the commissioner may approve; 
provided, that if the commissioner 
shall fail to approve the form of 
such a letter within 30 days . 
such corporation may mail. . . such 
form of letter as the board of direc- 
tors may approve.” 

The directors of plaintiff coopera- 
tive bank, having voted to seek the 
approval of its shareholders for its 
conversion into a Federal associa- 
tion, sent the bank commissioner 
a form of letter which they pro- 
posed to send to their shareholders. 
The commissioner did not approve 
the form; he did express his dis- 
approval. No other form was sub- 
mitted to him and the directors in 
due course of time sent out their 
own form. The commissioner then 
claimed that this was improper, he 
not having given his approval; the 
directors claimed that it was ini- 
deed proper, he having failed to 
give his approval. Both parties 
then asked the courts for a declara- 
tion of their respective rights and 
duties under the statute. 

The Supreme Judicial Court of 
Massachusetts heard the case. The 
commissioner argued that his ex- 
press disapproval of the directors’ 
letter did not constitute failure to 
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approve and, therefore, that the 
event upon the happening of which 
the directors could send a letter 
without his approval had not oc- 
curred. He argued that the words 
of the statute, “shall fail to ap- 
prove” refer only to a case where 
he takes no action, not to one where 
he affirmatively expresses his dis- 
approval. 

The court thought it over and 
then came to this conclusion: “The 
commissioner not having approved 
the form of letter submitted, it 
must be held that he failed to ap- 
prove it.” Any other conclusion 
would enable him to prevent the 
sending of any letter for an in- 
definite period by repeatedly dis- 
approving any form submitted to 
him, the court felt, and this, it de- 
cided, was not the intent behind the 
statute. 

However, the court did not feel 
that this conclusion need result in 
the sending of an unapproved form 
whenever the commissioner disap- 
proved a form submitted to him. 
Although the legislature had not 
said so in the statute, the court 
decided that the legislature intended 
that the required letter contain 
“information sufficient to enable the 
shareholders to vote intelligently on 
the matter.” This is where the com- 


“Wish Pop had a job like that instead 
of President!” 


missioner comes in, said the court, 
and held it to be his duty to see 
that the shareholders receive ‘the 
information to which, within reason- 
able limitations, they are entitled.” 

The court granted the truth of 
the commissioner’s contention that 
the statute speaks only of his ap- 
proval of a letter, and is silent as 
to any right he may have to pre- 
scribe a form. But it noted that 
the statute also speaks only of the 
commissioner’s approval and omits 
any reference to the submission of 
a form to him for approval. The 
court thought this one over and 
then dismissed the commissioner’s 
contention that there would have 
to be a letter submitted to him be- 
fore he could approve of it. It con- 
ceded “that some form of letter 
must be in existence before there 
can be an approval of it,’ but held 
that it did not follow that the com- 
missioner could not approve a form 
which he himself drafted or caused 
to be drafted. The court felt it 
“significant” in this regard that, on 
failure of approval by the commis- 
sioner, the statute authorizes the 
directors to mail such form of letter 
as they may approve. “Obviously,” 
said the court, “the statute means 
that the word ‘approve’ as applied 
to the directors shall relate to a 
letter which they have themselves 
drafted or have caused to be 
drafted.” 

The court then concluded that 
the statute imposes upon the com- 
missioner the duty of “seeing that 
a proper letter is mailed to the 
shareholders.” If a form submitted 
to him is deemed adequate, he may 
approve it. If he considers it in- 
adequate, he may amend or modify 
it and then approve it as amended 
or modified. Failing this, it is his 
duty to approve a form “which he 
himself has drafted or caused to be 
drafted.” Lexington Co-operative 
Bank v. Commissioner of Banks, 100 
N.E.2d 18. 
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law, the accepted reporter on federal taxes for 
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Wage and Salary Regulations 


(CONTINUED FROM PAGE 46) 


5 percent, the bank may choose the 
more liberal 6 percent option. If 
the bank’s own rate were 7 percent 
or more, it might choose to follow 
past practice and disregard the 6 
percent option. 

In any case, the more liberal rate 
is applied to either the current 
year’s January 15 payroll for the 
group or (if the payroll has in- 
creased) the rate is applied to the 
average dollar figure of the group’s 
payrolls for the 15th of each elapsed 
month of the current year. 


Raise Allowance 


The result of this computation— 
past practice or optional rate times 
January 15 or current payroll aver- 
age—is the gross limit of merit and 
length-of-service increases that a 
random rate bank may grant in the 
current year to nonexempt em- 
ployees, without prior approval of 
the Wage Board. However, this 
“gross” must be reduced to a “net” 
for the remaining portion of the 
year. 

For instance, if the average pay- 
roll figure for a 10-employee group 
was $525 a week and the optional 
6 percent rate applied, the gross 
raise limit would be $31.50 a week. 
From this gross there must be de- 
ducted merit and length-of-service 
increases (if any) already granted 
in the current year. If such raises 
totaled $10 a week, then $21.50 
would be the net limit cf further 
raises this year. 


Raise Limitations 
The net allowance may be dis- 


tributed as the bank sees fit, but 
with not more than a 10 percent 
raise to any employee (for the entire 
calendar year) and not more than 
a 5 percent raise to the highest paid 
person in the group. Also, naturally, 
not even a 10 percent raise can be 
given if this would result in a salary 
above that of the highest paid (5 
percent) individual. 


Promotion Increases 


These increases are allowed, with- 
out prior approval of the Wage 
Board, but in every case the new 
salary must not be higher than the 
top salaries paid to others perform- 
ing similar work. Also, if a raise 
is given after a 45-day period fol- 
lowing an employee’s promotion it 
must be counted as a merit or 
length-of-service increase and not 
as a promotion raise. 


Hiring Rates 


New employees may not be hired 
(without prior approval) at a rate 
higher than that paid others doing 
similar work. Trainees hired at 
rates under those of employees do- 
ing similar work may be raised to 
comparable rates at any time, with- 
out the raises being counted as merit 
or length-of-service increases. 


WSB Regulation 6— 
General Increases 


This regulation contains the 
“catch-up formula” and allows em- 
ployers to grant (without prior ap- 
proval, but with a 10-day reporting 
stipulation) a general increase of 


Christmas and Year-End Bonuses 
for Exempt Employees 


As BANKING was going to press, the SSB issued an official interpreta- 
tion which permits banks to pay exempt employees Christmas or year- 
end bonuses not directly related to profits in accordance with 1950 prac- 
tice. If the practice was to pay a stated portion of salary, the bank may 
pay the same portion but no more. If the practice was to pay a specific 
amount, the same amount may be paid. 

Therefore, a bank which paid all its exempt employees a Christmas 
or year-end bonus of a stated portion of salary—such as two weeks’ pay 
or 10 percent—may now pay the same portion of the employee’s current 
salary even though this results in a higher dollar bonus than in 1950 


because of legal increases in salaries. 


However, a bank which paid a 


specific amount—such as $500—may not pay more than the same dollar 


amount. 


up to 10 percent of a group’s Janu- 
ary 15, 1950, salary level. 

The raise must be restricted to an 
“appropriate employee unit” which, 
in our random rate bank, would be 
the nonexempt group. 


Four Steps 


A four-step procedure must be 
followed in figuring the allowable 
amount. 

First, take the clerical group pay- 
roll for the payroll period ending 
on or after January 15, 1950. 

Second, divide that dollar figure 
by the number of people on the roll 
at that date. Result—average per 
cupita pay which might be, for ex- 
ample, $50 a week. 

Third, figure 10 percent of the 
average pay which, in our example, 
would be $5 a week. 

From this amount must be de- 
ducted the per capita amount of 
any across-the-board increases in 
straight-time rate (if any) granted 
between January 15, 1950, and the 
present date. Also, there must be 
deducted the per capita dollar equiv- 
lent of any expansion in fringe 
benefits (vacations, holidays, and 
pension, health, and insurance bene- 
fits) that took place between Janu- 
ary 25, 1951, and August 23, 1951. 

Incidentally, across-the-board in- 
creases do not include merit, length- 
of-service, and promotion raises. 
They are controlled by Regulation 5 
and are apart from or in addition 
to the general increases controlled 
by Regulation 6. 

Fourth, multiply the resulting 
figure by the number of people now 
in the group. Result—if there were 
now 12 people and there were no 
general increases to be deducted in 
step three—a total of $60 a week. 
This is the total amount of the al- 
lowable general increase that may 
now be granted by the random rate 
bank. 


Distribution 


The general increase may be dis- 
tributed as the bank sees fit. Weekly 
raises need not be uniform and may 
vary widely among the employees 
in the nonexempt group. However, 
the bank may not exceed its allow- 
able amount. 

Within 10 days after distribution, 
the bank must file Form WS-6a with 
the nearest Wage-Hour office. Care- 
ful perusal of Form WS-6a before 
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distribution of a general increase 
will aid in understanding the opera- 
tion of the regulation. 


WSB Regulation 8— 
Cost-of-Living Increases 


To offset the decline in purchas- 
ing power of the dollar since Janu- 
ary 15, 1951, employers may grant 
(without prior approval) an _ in- 
crease in wages equal to the rise in 
the BLS Price Index for Moderate 
Income Families in Large Cities. As 
of September 15, 1951, the index 
figure was 2.8 percent above that of 
January. 

Under this regulation, a random 
rate bank may— in addition to raises 
given under Regulations 5 and 6— 
grant an across-the-board increase 
of 2.8 percent to all members of its 
nonexempt group. However, distri- 
bution must be uniform and all 
group members must get the same 
percentage of increase in straight- 
time pay. 

Future increases of this kind to 
match further rises in the Consumer 
Price Index may be made by the 
bank, but not more frequently than 
every six months. 

Within 30 days after such a pay 
increase is put into effect, the bank 
must file four copies of a report with 
the nearest Wage-Hour office. No 
printed form is yet available but 
the facts required are: name and 
address of employer, number of em- 
ployees in group, amount of in- 
crease granted, the group’s average 
straight-time rates in January 1951 
and in the current period, and the 
dates used in measuring the cost- 
of-living change. 


WSB Regulation 13— 
Fringe Benefits 


This regulation stipulates that 
after August 23, 1951, an employer 
may not increase paid vacations, 
paid holidays, shift differentials, and 
“other such fringe benefits as the 
wage board may from time to time 
decide,” without prior approval. The 
board is currently trying to “decide” 
on health, welfare, and pension 
plans. 

Banks that may already have ex- 
panded fringe benefits prior to 
August 23, 1951, may petition the 
wage board for reversal of the 
charge made to the Regulation 6 
“fund.” 


WSB Regulation 14—Bonuses 
For the typical random rate bank 
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that follows a “custom’’—no formal 
bonus plan—of paying discretionary 
annual bonuses, this regulation is 
fairly simple. 

The bonus may be given (with- 
out prior wage board approval) to 
nonexempt employees provided that 
(a) the proportion of the group paid 
the bonus this year is not greater 
than that of last year; (b) the 
average dollar amount or percent- 
age rate is not higher than last 
year; and (c) that no employee re- 
ceives an amount or percentage 
higher than the largest bonus paid 
to any member of the group last 
year. Provided further that a bonus 
of 25 percent or more of any em- 
ployee’s salary and other compen- 
sation requires approval of the Wage 
Board before payment is made. 


Salary Stabilization Board 
Regulations 


Now that we have concluded our 
review of Wage Stabilization Board 
regulations that affect nonexempt 
employees in random rate banks, 
let’s look at some of the Salary 
Stabilization Board (SSB) rules that 
affect exempt members of bank 
staffs. 


SSB Regulation 1— 
General Increases 


The general increase section of 
this regulation is virtually the same 
as the Wage Board provisions al- 
ready described in this article under 
subtitle “WSB Regulation 6—Gen- 
eral Increases.” 

The procedure in applying the 
“catch-up formula” to the bank’s 
exempt group—executive, adminis- 
trative, and professional employees 
—is the same as under WSB Regu- 
lation 6. Four steps produce the 
limit of allowable increase that may 
be distributed—unevenly, if the bank 
chooses—among the exempt group 
members. 

Although a general increase may 
be granted without prior approval, 
a report (use WS-6) must be filed 
with the Salary Stabilization Office 
in Washington within 10 days after 
distribution. 

Incidentally, the Salary Board has 
not yet authorized cost-of-living in- 
creases (similar to WSB Regulation 
8) for exempt employees. 


SSB Regulation 2—Bonuses 


Under this regulation a bank that 
follows a “custom’”—no formal 
bonus plan—of paying a discretion- 


ary annual bonus may continue to 
pay each exempt employee the same 
dollar bonus paid to each employee 
in 1950. Or, as an alternative, the 
bank may follow a “bonus fund” 
procedure. 

The bonus fund may be a dollar 
amount equal to the total distributed 
to exempt people in 1950 or it may 
be a dollar amount equal to one- 
third of the total amounts dis- 
tributed to exempt people in any 
three of the five calendar years 1946- 
1950. 

The bonus fund may be distrib- 
uted as the bank sees fit—in accord- 
ance with practice in effect, Janu- 
ary 25, 1951—but no employee shall 
be paid more than the highest single 
bonus paid in 1950 or (if the bank 
used the three-year base) the 
highest paid in one of the selected 
years. 


Bonus Fund Increase 


If the eligible group increased in 
number after the base year (1950 
or the selected year) the bonus fund 
for the current year may be in- 
creased by this formula: average 
amount of bonus in base year multi- 
plied by net increase in number of 
employees in the group. If the group 
has been reduced in number, the 
fund must be decreased by adapta- 
tion of the same formula. Any in- 
crease in bonus because of addi- 
tional employees must be reported 
(no special form) to the Salary 
Stabilization office in Washington 
within 30 days of payment or alloca- 
tion of the bonus fund. 


SSB Regulation 3— 
Individual Adjustments 


With regard to merit and length- 
of-service increases, under this reg- 
ulation a random rate bank may 
grant, in the current calendar year, 
a total of not more than 6 percent 
cf the exempt group’s base salaries. 
Any merit or length-of-service in- 
creases already granted in the cur- 
rent year must, of course, be 
deducted from the 6 percent figure. 

Distribution of the amount allow- 
able (without prior approval of the 
Salary Board) may be as the bank 
sees fit, but no member of the group 
may be raised more than 10 percent 
of his salary. 

In making the 6 percent calcula- 
tion, “base salaries” may be the 
group’s payroll of January 15 of 
the current year or (if the payroll 
has increased) the average of the 


75 


In making more than 
600,000 individual 
instalment loans for over 
$300 million to credit- 
worthy Arizonans, our 
total losses have been 
less than one-eighth of 
one per cent. 

3 ARIZONA’S STATE-WIDE BANK 
VALLEY NATIONAL BANK 
ESOURCES $271 MILLION 


Home Office — Phoenix, Arizona 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


SAFEWAY STORES 


INCORPORATED 


Preferred and Common 
Stock Dividends 


The Board of Directors 

of Safeway Stores, In- 

corporated, on Novem- 

ber 15, 1951, declared 

quarterly dividends on 
the Company’s $5.00 par value Com- 
mon Stock and 4% Preferred Stock. 
The dividend on the Common Stock 
is at the rate of 60¢ per share, and 
is payable December 14, 1951 to 
stockholders of record at the close 
of business December 3, 1951. 
The dividend on the 4% Preferred 
Stock is at the rate of $1.00 per 
share and is payable January 1, 1952 
to stockholders of record at the close 
of business December 3, 1951. 


MILTON L. SHELBY, Secretary 
November 15, 1951 


The Clark Company 
150 Bank Street 
BURLINGTON 54, VT. 


HOW TO GET YOUR 
BOOK PUBLISHED 


Our basic policy is to encourage new authors. 
If you are looking for a publisher of your 
business or scholarly work, novel, play, poetry, 
ete., perhaps we can help you. Write today 
for Free Booklet BK. 


Vantage Press, Inc., 230 W. 41 St., N.Y.18 


group’s payrolls for the 15th of each 
elapsed month of the year. 


Promotion Increases 


Promotion increases are allowed 
without prior approval, but the pro- 
moted employee must not be raised 
above the salary of “the employee 
having the most nearly comparable 
duties and responsibilities.” Such 
raises are not counted as merit or 
length-of-service increases if they 
are paid within 90 days after the 
promotion or transfer. 

An exempt employee permanently 
transferred to a lower paid position 
must be cut to the maximum pay 
for that position if he remains in it 
more than 90 days. 

Every promotion or transfer in- 
crease must be supported in payroll 
records by a bank officer’s sworn 
statement covering pertinent facts 
and certifying that the promotion 
or transfer was bona fide. 


Hiring Rates 


A new employee may be hired at 
a salary corresponding to his abil- 
ity, training, and experience but 
not in excess of the salary paid to 
the employee having the most nearly 
comparable duties and responsibili- 
ties. He may be hired at a lower 
salary and raised toward the level 


By the Way 


Many a successful person has 
risen from obscurity to something 
worse. 


The college yell of the school of 
experience is. silence. 


Some people think the sins of 
omission are those they ought to 


| have done and haven't. 


Gossip is an ill wind that blows 
nobody good. 


Sign in Fruit Store: Cantaloupe— 
Our choice 25 cents, Your choice 
385 cents. 


An investment trust is known by 
the companies it keeps. 


Modern Romance: He proposed in 
the car and she accepted him in the 


| hospital. 


of the other employee within 120 
days and the raise will not be 
counted as a merit or length-of- 
service increase. 

Trainees may also be raised by 
prescribed steps without their raises 
being deemed merit or length-of- 
service increases but only if the 
steps are part of a bona fide train- 
ing program in effect on January 
25, 1951, or subsequently approved 
by the Salary Board. 


Records and Penalties 


Employers must keep records suffi- 
cient to establish compliance with 
regulations and, in most cases, these 
records must be preserved for at 
least three years after adjustments. 

The Wage-Hour field inspectors 
cooperate with the stabilization 
boards in maintaining a check on 
compliance, or lack of it. 

Penalties for violation are stiff. 
Not the least of them is the pro- 
vision that an illegal raise may dis- 
qualify the entire salary as a 
business expense deduction in tax 
calculations. The Internal Revenue 
Bureau is required to cooperate in 
enforcing this provision. 

To some people wage stabilization 
may be a joke, but to employers it 
is a serious—and frustrating—busi- 
ness. 


We don’t know exactly how doth 
the busy little bee, but we know he 
doth. 


All work and no plagiarism makes 
a dull speech. 


Many a preacher who welcomes 
the poor to church knows they have 
come when the collection is taken. 


A yawn is silence with the mouth 
open. 


Politics makes strange bad fel- 
lows. 


To be wise you should read the 
newest books in science and the old- 
est in literature. 


Married life is just one canned 
thing after another. 
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FREE DESIGNING 
FREE PROOF 
FREE DIE 1000 


A winning combination works for you 

when you use “Screen Broadcast” Advertising in your local movie theatres. 

Combining all the best features of advertising in newspapers, magazines, billboards, radio and TV, 
“Screen Broadcast” Advertising makes use of sight, sound, and action to dramatize 

and demonstrate your sales message in giant billboard size. 


On your local theatre screen, your “Screen Broadcast” reaches your best prospects, the 

residents of your trading area. You'll be surprised how little it costs. We handle all details 

of planning, producing and placing. Over 50,000 local advertisers are now using screen advertising. 
Clip and mail the coupon now for more information. 


SCREEN BROADCASTS 
A 2449 Charlotte, Kansas City 8, Missouri 
I would like to know more about your 


Screen Broadcast Advertising Campaign. 


Companies 


ADDRESS 
UNITED FILM SERVICE, INC, MOTION PICTURE ADVERTISING 


Kansas City — Chicago SERVICE CO., INC, CITY, STATE 


Cleveland — San Francisco New Orleans — New York 
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Other 


The news in this department is 
edited by WILLIAM P. BOocIE of 
BANKING’Ss staff. 


Kentucky Report 


N annual “report of activities,” 

covering practically every phase 
of banking from agriculture to Regu- 
lation X, has been published by the 
Kentucky Bankers Association in 
the Kentucky Banker for October. 
The report covers the KBA’s 1950- 
51 year. 

Among the subjects covered are 
meetings, such as the annual con- 
vention, agricultural credit confer- 
ences, trust conferences, group meet- 
ings, an instalment credit conference, 
regional farm management meetings, 
committee meetings, and Regulation 
X clinics; educational projects, such 
as the Kentucky School of Banking, 
and school-bank relations; and KBA 
services—Primer on Regulation W 
and X, tax tables, pension plan, and 
group insurance. 

One section is devoted to banker- 
farmer projects—the Green Pasture 
Program and various. meetings. 

The report constitutes an excel- 
lent outline of useful activities that 
might be suggestions for other as- 
sociations. 


Investment Bankers 


At its Hollywood, Florida, meet- 
ing, which began on November 25, 
the Investment Bankers Association 
of American elected Joseph T. John- 
son of Milwaukee as its new presi- 
dent. Mr. Johnson heads an invest- 
ment banking firm, The Milwaukee 
Company. A native of South Caro- 
lina, Mr. Johnson has been in the 


investment banking business since 
1923. 


Pacifie School 


Robert M. Mills, assistant vice- 
president, National Bank of Com- 
merce, Seattle, has become a director 
of the Pacific Coast School of Bank- 
ing, it has been announced by E. A. 
Cook, vice-president and cashier, 
University National Bank, Seattle, 
and chairman of the school’s board 
of directors. Mr. Mills succeeds O. 
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rganizations 


Orval W. Adams, former president, American Bankers Association, and executive vice- 

president of the Utah First National Bank, Salt Lake City, speaking at a meeting of the 

Western Secretaries’ Conference in October. Conference officers for the current year are: 

president, S. Walter Guthrie, secretary, Idaho Bankers Association; vice-president, Arthur 

L. Ganson, executive secretary, Washington Bankers Association; secretary-treasurer, J. E. 

Beaupert, secretary, Nevada Bankers Association, and assistant cashier, First National 
Bank of Nevada, Reno 


H. Haskell, vice-president, Peoples 
National Bank, Seattle. 

William M. Jenkins, assistant vice- 
president, Seattle-First National 
Bank, has been appointed assistant 
director of the school. 


Employee Training 


The Kansas Bankers Association 
has distributed a mimeograph en- 
titled Our Bank—And the Customer! 
which was prepared by the KBA 
Public Relations Committee. 

The mimeograph consists of an 
introduction and outlines of six staff 
meetings designed to tell officers, 
directors and employees about bank- 
ing, for, as the introduction states: 
“Generally speaking, the general 
public of Kansas and most bank em- 
ployees do not understand modern 
banking operations and the loans 
and services offered.” 

The six staff meetings outlined 
are to be devoted to: (1) history 
and growth of the individual bank; 
(2) what banks offer; (3) loans and 
loan policies; (4) bank income and 
expense; (5) service charges; and 
(6) “courteous, trouble-free per- 
formance.” 


Vermont Bond Drive 


The Vermont Bankers Association 
has urged its members to continue 
their efforts to sell U. S. Defense 


Bonds. A letter sent to member 
banks says: “As bankers, we have 
everything to gain in encouraging 
our customers and friends to pur- 
chase bonds.” 


Consumer Bankers 


The Consumer Bankers Associa- 
tion has reelected Milton P. Bradley, 
president of the Morris Plan Bank 
of New Haven, as its president for 
another term. The association’s new 
first vice-president is Ralph N. Lar- 
son, president, Morris Plan Company 
of San Francisco, and the second 
vice-president is Carlton P. Cooke, 
president, Buffalo Industrial Bank. 
The election was held during the 
organization’s annual meeting at the 
end of October. 

Mr. Bradley, in making his report 
on the past year, charged that Gov- 
ernment data on consumer credit is 
misleading and confusing. He said 
that the Federal Reserve Board’s 
reports have contained items ‘“com- 
pletely foreign to consumer credit,” 
and he stated that the recent “con- 
flict between Congress and the Fed- 
eral Reserve Board on the question 
of the degree of credit control would 
appear to indicate that some con- 
cern is developing among the gov- 
erning powers themselves as to the 
real merit of this type of regulation.” 

(CONTINUED ON PAGE 80) 
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FIELD 
WAREHOUSING 


Warehouse Receipt Loans 
Against Inventory 


Warehouse Receipt Loans against raw materials 
or finished products . . . stored on the borrower’s 
own premises . . . provide a safe method of lending 
to customers, who, having most of their working 
funds in inventory, require accommodations in 
excess of open-line limits. Our Field Warehouse 
Service gives you complete inventory control and 
enables you to extend maximum credit service 
with minimum risk. 
* 


OPERATING OFFICES 


Bank of Albany Building, Albany 1, Ga. e Healey Bidg., Atlanta 3, Ga. e 60 State St., 
Boston 9, Mass. e 14 Lafayette Square, Buffalo 3, N. Y. e 173 West Madison St., 
Chicago 2, Ill. * Thomas Bldg., Dallas 1, Texas ® National Bank Bidg., Detroit 32, Mich. 
@ 121 W. Forsyth St., Jacksonville 2, Fla. © 520 W. Seventh St., Los Angeles 14, 
Calif. © 39-45 No. Third St., Memphis 3, Tenn. ¢ 404 St. Charles St., New Orleans 
12, La. © 16 So. Broad St., Philadelphia 2, Pa. ¢ Keystone Bidg., Pittsburgh 22, Pa. © 


o 


425 East 8th St., St. Paul 1, Minn. © 235 Montgomery St., San Francisco 4, Calif. 


New York Terminal Warehouse Company 
25 SOUTH WILLIAM ST., NEW YORK 4, N. Y. 
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(CONTINUED FROM PAGE 78) 


Florida School-Bank Text 


A new banking text has been made 
available for use in all high schools 
in Florida, according to an announce- 
ment by J. E. Bryan, president, 
Florida Bankers Association, and 
president, Union Trust Company, 
St. Petersburg. The announcement 
coincided with distribution of the 
publication entitled Our Banks and 
What They Mean to Us to all high 
school principals by Superintendent 
of Public Instruction Thomas D. 


SOME STATE 


Bailey, who stated: “The booklet has 
been designed to be used in the field 
of mathematics, business education, 
or social. studies in the junior or 
senior high schools. Mathematics 
teachers, business education facul- 
ties, social studies groups, and li- 
brarians will be interested in its 
contents.” 

Developed and produced coopera- 
tively by the 1950 and 1951 Public 
Relations Committees of the Florida 
Bankers Association, the State De- 
partment of Education in Tallahas- 
see, high school teachers, and the 


College of Education at the Univer- 
sity of Florida, the text supplies a 
long felt need among teachers and 
students for some authentic and 
practical treatment of the way banks 
and banking services fit into the 
Gaily life of every individual. 

Mr. Bryan pointed out that every 
bank in the state also is being sent 
a copy of the publication and is 
being urged to find out what can 
be done to supplement the teacher’s 
task of presentation by supplying 
various forms for classwork, by 
offering tours and other aids. 


ASSOCIATION PRESIDENTS 1951-1952 


Left to right: UTAH—H. R. Hurren, vice-president, cashier, and secretary, Cache Valley Banking Company, Logan; WASH- 

INGTON—Thomas J. Day, vice-president, Leavenworth State Bank, Leavenworth; SAVINGS BANKS ASSOCIATION OF 

THE STATE OF NEW YORK—Charles R. Diebold, president, Western Savings Bank, Buffalo; MINNESOTA—S. J. Kryzsko, 
president, Winona National and Savings Bank, Winona 


Left to right: MISSOURI—George U. Richmond, vice-president, American National Bank, St. Joseph; SOUTH DAKOTA— 
J. M. Patton, president, Mitchell National Bank, Mitchell; WEST VIRGINIA—G. W. Raike, president, National Bank of 


Logan; VIRGINIA—R. F. Burke Steele, Petersburg Savings and American Trust Company, Petersburg 


Left to right: INDIANA—J. B. Crosby, president, First-Citizens Bank & Trust Company, Greencastle; DISTRICT OF 

COLUMBIA—Walton L. Sanderson, vice-president, Hamilton National Bank, Washington; MASSACHUSETTS—Rodney M. 

Leland, president, Northborough National Bank, Northboro; OHIO—Russell S. Weatherwax. president, Oglesby-Barnitz Bank 
and Trust Company, Middletown 
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Want to check that letter again? It’s 
easy to find any place on your Gray 
AuDOGRAPH’s 60-minute flexible disc. 
Just turn the play-back dial...it moves 
the record while you listen. No arms 
to lift or adjust and you won’t scratch 
or mar the record surface. 

This exclusive feature is just one 
reason why you will prefer this com- 


AU 


It’s quick and easy with fil )0GRAPH PLAY-BACK dial 


pact versatile AupocrRapu. Use it—see 
how it boosts office output up to 30%. 
Soundwrite conferences, memos, re- 
ports, letters... free yourself (and your 
secretary) for other important work. 

It’s so simple to use, it’s a pleasure. 
You just talk. AUDOGRAPH’s treble-to- 
bass tone control keeps your voice 
bell-clear. And the easy-to-file plastic 


recording discs can be used as many 
as 50 times. 

Your secretary and an AUDOGRAPH 
will get along beautifully. She’ll partic- 
ularly like AupoGRAPH’s electromatic 
index which warns her when correc- 
tions are coming up. Saves rewriting! 
Ask her to mail the coupon today. 


Dictation is easier — with AUDOGRAPH! 


AUDOGRAPH sales and service in 180 U.S. cities. See your 
Classified Telephone Directory under “Dictating Machines.” 
Canada: Northern Electric Company, Ltd. Abroad: Westrex 


Corporation (Western Electric Company export affiliate) in 
TRADE MARK “AUDOGRAPH™ REG. U. S. PAT. OFF. 


35 countries. 
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The Gray Manufacturing Company, 
Hartford 1, Connecticut 


Send me Booklet 12-U— 
“Manpower—starts with YOU!” 
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Directing Directors 


(CONTINUED FROM PAGE 41) 


management, or swayed in policy 
decisions by “hunch” or by what 
competing financial institutions are 
doing. Positively, on the other hand, 
they should bring objective views to 
the deliberations at their meetings, 
should still be conscious of their 
own limitations unless they believe 
themselves to be paragons of eco- 
nomic enlightenment and legal lore, 
and should require of management 
full and careful inquiry into all per- 
tinent factors before adopting or 
changing bank policies. Of one other 
thing they were reminded, namely, 
that they owed it to themselves to 
be fully acquainted with the results 
of supervisory examination and thus 
be able to sign a statement that they 
are familiar with those results. 
Management got some important 
and incisive suggestions, too, espe- 
cially that it should take advantage 
of, and not fail to use, the great 
business abilities that directors 
bring to their institutions, should 
give these men a full voice in policy 
formation, should supply them with 
adequate and complete information 
upon which to make decisions, and 
should never forget that the direc- 
tors constitute the great inner 
strength of the banking business. 


Audits and Controls 


Internal audits and controls came 
in for treatment too. The group 
were reminded of the fact that their 
responsibilities here were laid down 
both in statutory form and in the 
Common Law. Emphasis was placed 
on the fact that banks use the pub- 
lic’s money in a ratio of about 13 
to 1 of their own at risk, and that, 
for this reason, internal control is 
today’s No. 1 problem and respon- 
sibility. The recent record of defal- 
cations, and the upward trend in the 
size of these was effectively used to 
emphasize the vital importance of 
internal audits, and the broad lines 
of policy with respect to audits were 
sketched. 

Personnel and public relations 
came in for good measure also, and 
for adequate treatment. Both man- 
agement and directors were re- 
minded that today’s big struggle is 
for the minds of men, and that a 
working force “sold” on its bank, on 
banking, and on the American en- 
terprise system was a tremendous 
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Speakers: Seated, left to right, Messrs. Irwin, Lyon, Desautels, Hassinger; standing, 
Messrs. Haggard, Kuhn, Latham, Barlow, Burke, and Miller 


asset in that struggle. These pun- 
gent points were stressed—that per- 
sonnel should know their own bank 
and its policies, should know the 
function of banking in the economic 
scheme of things, should be able to 
discuss it, especially in a hostile at- 
mosphere, should have faith in it, 
and should be strengthened in that 
faith by the faith of their employers 
in the same things. 

To cap the climax, the audience 
was reminded that a loyal employee 
should be well paid (‘‘He has to eat, 
too, and be well dressed.’”’), that 


staff members should be acquainted 
with the facts of bank employment 


(“It’s stable! No other business 
equals it in possibilities for promo- 
tion—there’s an officer for every 17 
employees.”), its payroll is incom- 
parably steady, a bank is a good 
place to work because there are few 
“layoffs.” And so it went. 

The final plea on that talk was 
that real employee leadership be 
given by management, that grudges 
(among employees) don’t get a 


chance to grow, and that bank staffs 
be enlisted in the current world 
struggle for freedom. 


Snappy Sessions 


There were three snappy sessions: 
10 to 12, 2:30 to 4:30, and 8 
to 9. Time out for lunch and dinner, 
with a little to spare, gave the mem- 
bers of the conference an oppor- 
tunity to mull over the proceedings 
—and how they did it! Enthusiasm 
seemed to be rampant. 

This was a pioneer meeting, typ- 
ical of the whole character of Ver- 
mont. It was a commentary on the 
leadership of Vermont banking. Be- 
sides, it was a timely meeting—re- 
cent incidents made it so—and it 
was an extraordinary meeting in 
one special sense—every talk, from 
the first to the last, made a “pat- 
tern,” as if it had been “planned 
that way.” 

It could be a pattern also for 
many another similar meeting all 
over these United States. Those who 
have ears to hear, let them hear! 


Of All Things 


A political party said the defeat 
of a certain senator was an error. 
It looked like a put-out from our 
seat. 


There is no greater pessimist than 
the used car dealer who appraises 
your car. 


Few men like the virtues other 
men have cultivated. 


You can’t judge a man by his 
clothes or an apartment house by 
the doorman. 


There is no shock so great as 
when a person finds the world can 
get along without him. 


Personality often goes a long way 
as a substitute for ability. 


Some people not only pick their 
friends, but pick them to pieces. 


Patience may be simply inability 
to make a decision. 


It’s getting so a man of character 
is one who won’t go back on his 
word without consulting his lawyer. 


BANKING 
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Chase for many years has been known as a 
“banker’s bank.” This reputation has been cre- 
ated by a willingness to serve and by the full 
and efficient facilities which Chase offers cor- 
respondent banks. How many of these could 
your bank profitably employ? 


Analyses of investment Dealers in State and 
portfolios Municipal Bonds 


Credit information Execution of security orders 
Around the clock mail pick-up 
Quick collection of items 


Participation in local loans with Full foreign services 
correspondent banks Many personal services 


Safekeeping of securities 


THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK (“32 


Monber Federal Deposit Insurance Cor poration 


THE CHASE NATIONAL BANK 
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WHY BE SUSPIGIOUS 


(A crime prevemtion service) 


Woes you leave loopholes open that invite dishonesty . . . you leave 

many employees open to suspicion! It’s tough on company morale... 

and tough on profits too. The best way, by far, to avoid this is to remove 
temptation at the start! After an exhaustive 3-year study of every kind of 
crime from stealing stamps to forgery we’ve learned that in most cases they 
can be eliminated by the simplest minor changes in routine! 

As a special extra we rushed this information in the form of a 70-page book, 
to every one of our crime policyholders. You see, we like to sell you 


after you’ re sold with service second to none! 
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LIMITED OF 70 ACCOUNTING 
ANANCIAL. EXECUTIVES 


In this 70-page book you'll find 20 diagrammatic charts, showing 
division of duties for effective controls... new information on 
fraud possibilities and methods of prevention, plus physical 
safeguards for burglaries, holdups and thefts. 

Unfortunately, there are only a limited number of copies of 
“CRIME LOSS CONTROL.” And, since our book could only be 
helpful to executives dealing in company finances, we hope 
you'll forgive us for asking you to request your free copy on 
executive stationery of recognized companies. Write: Dept. B-6, 
American Mutual Liability Insurance Company, 

142 Berkeley Street, Boston 16, Mass. 


AMUEKYCA, WA . the first American liability insurance company 


© 1951, AMERICAN MUTUAL LIABILITY INSURANCE COMPANY 
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BANKING NEWS 


21 Theses Accepted 
for the Libraries of 
the A.B.A. and Rutgers 


Present Day Banking 
to Contain Digests 


Present Day Banking, 1952, 
to be published in early 1952 
by BANKING, will include con- 
densations of the 27 theses 
accepted for inclusion in the 
libraries of the American 
Bankers Association and 
Rutgers University. The 
theses were written as a re- 
quirement for graduation 
from The Graduate School 
of Banking. The authors, 
their bank affiliation, and 
thesis titles are: 

Clarence H. Baumhefner, 
Bank of American N. T. & 
S. A., San Francisco; The 
Extension of Branch Opera- 
tions Through the Purchase 
of an Existing Bank’s Net 
Assets. 

Earl L. Beard, Jr., Na- 
tional Bank of Tulsa; The 
Rotary Drilling Contracting 
Industry in the Mid-Conti- 
nent Area and Related Bank 
Financing. 

Frederick Becker, Manu- 
facturers Trust Company, 
New York; Factors — Their 
Development, Practices, and 
Financing by Banks. 

Robert Benjamin, Guar- 
anty Trust Company, New 
York; Discretionary Powers 
of Distribution Exercised by 
Trustees. 

Charles M. Bliss, Bank of 
New York and Fifth Avenue 
Bank, New York; Co-Trus- 
teeships. 


Charles C. Bridgers, The | 


Bank of Asheville, North 
Carolina; Practical Safe De- 
posit Procedure for Smaller 
Banks. 

J. D. Buckman, Jr., The 
Fort Worth National Bank; 
Community Property Prob- 
lems in Texas Estates. 

Milton S. Coe, The Chase 
National Bank, New York; 
The Role of American Bank- 
ers in the European Re- 
covery Plan. 

Paul Davenport, The Ma- 
rine Trust Company of West- 
ern New York, Wilson, New 
York; Financing the Niagara 
County Fruit Grower. 

William P. Davis, III, The 
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The secretaries’ panel at the Public Relations Workshop. 
Left to right, Messrs. Bahmeier, Pye, Wilson, Coapman, and 
Wattam 


Pennsylvania Company for 
Banking and Trusts, Phila- 
delphia; Financial and Eco- 
nomic Aspects of the Port- 
land Cement Industry. 

Walter R. Hagey, Fidelity- 
Philadelphia Trust Company; 
Trust Business Development 
Organization. 

H. B. Hassinger, The First 
National Bank of Boston; Jn- 
stalment Loan Discount. 

F. J. Henkel, The Hanover 
Bank, New York; Financing 
the Lingerie Industry. 

Robert C. Judy, Federal 
Deposit Insurance Corpora- 
tion, Dallas; The Gulf 
Shrimp and Oyster Industry 
and Its Financing. 

Gould R. Kardashian, Bank 
of the Manhattan Company, 
Jamaica, New York; Busi- 
ness Development for Metro- 
politan Commercial Banks. 

Karl F. Lanier, First Na- 
tional Bank, Newport News, 
Virginia; We Should Have 
Music in Banks. 

Byron L. Mortenson, Wells 
Fargo Bank & Union Trust 
Company, San _ Francisco; 
The Role of the Federal Na- 
tional Mortgage Association 
in G.I. Home Financing. 

Walter H. Nelson, East 
River Savings Bank, New 
York; An Analysis of the 
Operation of Thirty-Five 
Permanent Housing Projects 
Controlled by the New York 
City Housing Authority for 
the Eleven-Year Period 
January 1940 to December 
1950. 

Harold J. Newman, Fed- 


eral Reserve Bank, Chicago; | 


Some Aspects of Absenteeism 
in Banking. 
Thomas B. Perry, Security- 
First National Bank, Los An- 
(CONTINUED ON PAGE 87) 


Savings Division 
Will Celebrate 50th 
Birthday on March 3 


Savings & Mortgage 
Conference March 4-5 


The 50th anniversary of 
the Savings and Mortgage 
Division of the American 
Bankers Association will be 
commemorated with a ban- 
quet on Monday evening, 
March 3, as the opening event 
of the annual national Sav- 
ings and Mortgage Confer- 
ence, according to Joseph 
Earl Perry, president of the 
Division and of the Newton 
(Mass.) Savings Bank. 

The Savings and Mortgage 
Conference is sponsored by 
the Savings and Mortgage 
Division of the A.B.A. and 
will be held at the Hotel 
Statler in New York City on 
March 3-5, 1952. 

The general sessions of the 
Conference will be held on 
March 4 and 5, during which 
leading authorities in the 
savings and mortgage bank- 
ing fields will discuss topics 
of current importance. A 
national school savings forum 
will be held again this year. 
This event will occur on the 
afternoon of March 4 and 
will be followed by a dinner. 

A large attendance is ex- 


pected from the eastern area 
of the U. S. 


The Savings and Mortgage 
Division is the Association’s 
second oldest division, the 
Trust Division having been 
organized in 1896. 


80 State Association 
Delegates Attended 
Minneapolis Workshop 


Know Your Bank Weeks 
Planned by 4 States 


Eighty state bankers asso- 
ciation delegates from four 
North Central states at- 
tended the Public Relations 
Workshop of the A.B.A.’s 
Public Relations Council in 
Minneapolis last month. As- 
sociations represented in- 
cluded Minnesota, North and 
South Dakota, Wisconsin. 

At the opening session 
Robert Lindquist, chairman 
of the Public Relations Coun- 
cil and vice-president of the 
LaSalle National Bank, Chi- 
cago, spoke on the purpose of 
the Workshop. “The State 
Association Job” was dis- 
cussed by a panel composed 
of the secretaries of the four 
participating states, with 
William T. Wilson, secretary 
of the A.B.A. State Associa- 
tion Section acting as leader. 
Members were: Robert E. 
Pye, Minn.; C. C. Wattam, 
N. D.; Carl A. Bahmeier, Jr., 
S. D.; and Wall G. Coap- 
man, Wisc. 

Other speakers at this ses- 
sion included: G. Edwin 
Heming, associate manager, 
A.B.A. Advertising Depart- 
ment, speaking on ‘“Pano- 
rama of State Association 
Activities Nationally”; and 
John D. Bainer, president, 
Merchants National Bank & 
Trust Co., Meadville, Pa., 
whose topic was “Know Your 
Bank Week.” 

All four states plan to 
organize a “Know Your 
Bank Week” program. 

Twenty Minneapolis bank 
presidents joined the Work- 
shop delegates at a luncheon 
meeting addressed by J. R. 
Dunkerley, deputy manager 
of the A.B.A., on “Com- 
mercial Banks in the Savings 
Business.” 

Speakers at the afternoon 
program included: Harry P. 
Cooper, assistant superin- 
tendent of Schools, Minne- 
apolis, who spoke on “An 
Educator’s Viewpoint”; and 
John B. Mack, Jr., deputy 
manager of the A.B.A., who 

(CONTINUED ON PAGE 87) 
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Expect 1,100 Bankers at Fourth National 
Credit Conference in Chicago on Dec. 3-5 


The Fourth National 
Credit Conference of the 
Credit Policy Commission of 
the American Bankers Asso- 
ciation will draw about 1,100 
bankers to Chicago for 
December 3, 4, and 5. 

The Commission has re- 
cently been conducting a 
credit survey, the results of 
which will form the basis for 
the remarks of Fred F. Flor- 
ence, Commission chairman, 
when he opens the confer- 
ence. 

This year’s meeting is to 
be held at the La Salle Hotel. 
The complete program fol- 
lows: 


December 3, 10 A.M. 


Chairman, Fred F. Flor- 
ence, chairman, Credit Policy 
Commission, A.B.A.;_ presi- 
dent, Republic National 
Bank, Dallas, Texas. 

C. Francis Cocke, presi- 
dent, A.B.A.; president, First 
National Exchange Bank, 
Roanoke, Virginia — Objec- 
tives of Conference. 

DeWitt Ray, member, Ad- 
visory Council of Board of 
Governors, Federal Reserve 
System; president, National 
City Bank, Dallas, Texas— 
Credit Policy Issues Facing 
Bankers. 


2 P.M. 


Chairman, Everett D 
Reese, chairman, A.B.A. 
Small Business Credit Com- 
mission; president, Park Na- 
tional Bank, Newark, Ohio. 

Edwin P. Neilan, chair- 
man, A.B.A. Committee on 
Service for War Veterans; 
vice-president and secretary, 
Security Trust Company, 
Wilmington, Delaware— 
Credit for Veterans. 

Ross D. Siragusa, presi- 
dent, Admiral Corporation, 
Chicago—The Future in 
Radio, Television, and Ap- 
pliances. 

E. C. Sammons, member, 
A.B.A. Credit Policy Com- 
mission; president, United 
States National Bank, Port- 
land, Oregon — Commercial 
Lending in 1952. 

Henry H. Heimann, execu- 
tive vice-president, National 
Association of Credit Men, 
New York—The New Tax 
Bill: Its Effect on Credit and 
Business. 


December 4—9:30 A.M. 


Chairman, Charles H. 


December 1951 


Buesching, president, A.B.A. 
National Bank Division; presi- 
dent, Lincoln Bank & Trust 
Company, Fort Wayne, In- 
diana. 

Paul M. Welch, chairman, 
A.B.A. Consumer Credit Com- 
mittee; vice-president, Citi- 
zens and Southern National 
Bank, Atlanta, Georgia— 
Consumer Credit in 1952. 

Rudolf Smutny, member, 
National Committee Volun- 
tary Credit Restraint Pro- 
gram; partner, Salomon 
Bros. & Hutzler, New York— 
Impact of Voluntary Credit 
Restraint on Investment 
Banking. 

Theodore W. Johnson, sec- 
ond vice-president, Robert 
Morris, Associates;  vice- 
president, Security-First Na- 
tional Bank, Los Angeles— 
Financing the Defense E fort. 


2 P.M. 


Chairman, Guy Sturgeon, 
president, A.B.A. State Bank 
Division; president, Bank of 
Commerce, Sheridan, Wyo- 
ming. 

Arthur F. Maxwell, mem- 
ber, A.B.A. Small Business 
Credit Commission; presi- 
dent, First National Bank, 
Biddeford, Maine—The Story 
of the Credit Development 
Corporation of Maine. 

Honorable Stuart Syming- 
ton, administrator, Recon- 
struction Finance Corpora- 
tion, Washington, D. C.— 
Address. 

Jesse W. Tapp, member, 
A.B.A. Agricultural Commis- 
sion; executive vice-presi- 
dent, Bank of America, 
N.T. & S.A., San Francisco— 
Agricultural Problems in 
1952. 

Joseph Earl Perry, presi- 
dent, A.B.A. Savings & Mort- 
gage Division; president, 
Newton Savings Bank, New- 
ton, Massachusetts — Real 
Estate Credit in 1952. 


December 5—9:30 A.M. 


Chairman, W. Harold Bren- 
ton, vice-president, American 
Bankers Association; presi- 
dent, State Bank of Des 
Moines, Iowa. 

Oliver S. Powell, chairman, 
National Committee Volun- 
tary Credit Restraint Pro- 
gram; member, Board of 
Governors, Federal Reserve 
System — Voluntary Credit 
Restraint Program. 

Clyde Martin, Chief Forest 
Counsel, Weyerhaeuser Tim- 


Tri-State Conference 
Draws Two Hundred 
Bank Personnel Men 


Two hundred bankers from 
Pennsylvania, Ohio, and West 
Virginia—and a few from 
western New York—attended 
on November 19 in Pitts- 
burgh the Tri-State Bank 
Personnel Conference of the 
Customer and Personnel Re- 
lations Department of the 
American Bankers Associa- 
tion. 

Particular attention was 
given to: Reduction of turn- 
over; recruitment of replace- 
ments and additions; screen- 
ing of job applicants; train- 
ing of staff members; 
evaluating and rating of 
positions and incumbents; 
and payroll operations under 
wage and salary stabilization 
regulations. 


Audience Participation 


The conference was run on 
an informal and audience- 
participation basis at both 
morning and afternoon ses- 
sions. At the morning ses- 
sion—which covered recruit- 
ing, screening, and training 
—the subject material was 
presented by Charles W. 
Books, personnel officer, The 
Pennsylvania Company for 
Banking and Trusts, Phila- 
delphia; Forde U. Steele, 
assistant cashier, Central 
National Bank of Cleveland; 
and William Powers, A.B.A. 
deputy manager and director 
of its Customer and Person- 
nel Relations Department. 
The speakers acted also as a 
panel for the consideration 
of questions. 

At the afternoon session— 
covering evaluation of staff 
and payroll administration 
under stabilization regula- 
tions—the speakers were: 
Albert J. Hood, assistant 
vice-president, Mellon Na- 
tional Bank and Trust Com- 
pany, Pittsburgh; and George 
B. Ward, assistant director 
of the A.B.A. Customer and 
Personnel Relations Depart- 
ment. These men also acted 
as a panel for the question- 
and-answer period. 


ber Company, Tacoma, Wash- 
ington—Aspects of American 
Forest Problems. 

Earl L. Butz, Ph.D., econ- 
omist, Purdue University, 
Lafayette, Indiana — Eco- 
nomic Possibilities in 1952. 

Fred F. Florence—Summa- 
tion of Conference. 


Accept 27 G.S.B. 
Theses for Libraries 
(CONTINUED FROM PAGE 86) 


geles; Banking in Southern 
California as a Career for 
Young Men. 

Thomas L. Ray, Mercan- 
tile Trust Company, St. 
Louis; A Fiscal Analysis of 
the City of St. Louis. 

Elbert B. Schenkel, The 
Bowery Savings Bank, New 
York; Nationwide Mortgage 
Lending for Mutual Savings 
Banks. 

Glenn E. Schwemley, Ohio 
National Bank, Columbus; 
Night Depository and Re- 
lated Subjects. 

Morton Smith, Girard 
Trust Corn Exchange Bank, 
Philadelphia; Security Sur- 
charge Cases in Pennsyl- 
vania. 

John E. Snow, Jr., Federal 
Reserve Bank, Richmond, 
Virginia; Capital Banks— 
Are They Needed by Small 
Business in the U.S.A.? 

Max Stieg, Dairyman’s 
State Bank, Clintonville, Wis- 
consin; How the Country 
Banker Finances the Wiscon- 
sin Dairyman. 

Frank E. Taylor, Jr., The 
Fulton National Bank, At- 
lanta; Bank Sponsorship of 
High School Savings Banks 
in Cooperation with Junior 
Achievement, Inc. 

These 27 theses of the 290 
submitted by members of the 
class of 1951 are to be in- 
cluded in the A.B.A. and 
Rutgers libraries. 

The thesis condensations to 
appear in Present Day Bank- 
ing, 1952, are in each case 
prepared by the author of the 


Minneapolis 
Workshop 


(CONTINUED FROM PAGE 86) 


talked on “Organized Bank- 
ing’s School Program.” 

The First National Bank, 
The Marquette National 
Bank, The Midland National 
Bank, and The Northwestern 
National Bank were hosts at 
an informal reception. 

Previews of the A.B.A.’s 
new films—Money Talks and 
A Future to Bank On—were 
a part of the evening pro- 
gram. Also on the program 
was William Powers, director 
of the A.B.A. Department of 
Customer and Personnel Re- 
lations, who spoke on “Meet- 
ing Present-Day Personnel 
Problems.” 

The final session was de- 
voted to an open discussion. 
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CONSUMER CREDIT 


Sound Lending Policies Urged During a “Constantly Rising’? Economy 


From an address by Louis 
J. Asterita, secretary, Con- 
sumer Credit Committee, 
American Bankers Associa- 
tion, at the Consumer Credit 
Conclave of the Massachu- 
setts Bankers Association in 
Worcester on November 7. 


Le us not forget, every 
inflationary period must have 
an ending. How and when 
that ending will be no one 
knows, but you can rest as- 
sured that it will affect the 
banks in one way or another. 
When that time comes, we 
as bankers will be judged by 
public opinion. Remember 
also, the end sometimes 
comes gradually—and then 
again with an overwhelming 
suddenness. We as _ instal- 
ment credit bankers must use 
all our facilities and our abil- 
ity to make reasonably cer- 
tain that when the time 
comes we will be in a strong 
position financially and pub- 
lic relationswise. 

Our constantly rising econ- 
omy, which is carrying on 
longer than many of us be- 
lieved possible, has perhaps 
lulled many of us into a 
sense of false security. 
Losses have been negligible 
and many operators believe 
they just can’t lose. It is 
true, any man with only the 
fundamental knowledge of 
this business could have ex- 
tended consumer credit suc- 
cessfully over the last dec- 
ade. It’s the loans made near 
the peak that show up the 
inexperienced. Let us be 
careful. 


Maintaining 
Banking’s Position 
The present trend of some 

lenders to acquire volume 
business is believed by many 
experienced lenders to be 
dangerous. Volume in many 
instances is being obtained 
largely at the expense of in- 
come. Those in this business 
whose profit margin is small 
usually operate on the theory 
that volume is the sole an- 
swer to profits. They soon 
find that the instalment loan 
business is risk business, and 
rates comparable to the risk 
should be charged. Some 


Percentage of Total Deposits Invested in Consumer Credit 
of All Banks Reporting 


Total 
Deposits 
Up to $10 million 2.08 
$10 to $25 million 1.30 
$25 to $50 million 1.55 
$50 to $100 million .98 
Over $100 million .85 


Personal 


Loans Loans Loans 


3.71 
3.77 
4.07 94 
2.70 
1.85 


Auto Appliance F.H.A. 


Title I 


1.74 
1.23 
1.38 
1.07 1.98 

85 1.22 


Total 


8.75 
7.83 
7.94 
6.73 
4.77 


1.22 
1.53 


Percentage of Total Deposits Invested in Consumer Credit 
New England Region 


Up to $10 million 
$10 to $25 million 2.10 
$25 to $50 million 1.32 
$50 to $100 million 1.25 

Over $100 million 1.40 


1.80 


knowledge of costs of opera- 
tion is essential. With costs 
of operation going up, with 
interest rates also moving 
upward, what justification is 
there for making concessions 
in instalment loan rates? 


Adopt Sound Credit 
Policy 


Unfortunately, because of 
no losses and good profits, 
some banks that have re- 
cently entered this field are 
apt to lessen the credit stand- 
ards. Down payments, ma- 
turities, reserves, dealer en- 
dorsements, proper super- 
vision of floor plans, delin- 
quency follow-ups are all 
part of the know-how and are 
vitally necessary for a suc- 
cessful operation over an ex- 
tended period of time. Should 
there be an economic reces- 
sion and a period of losses, 
many of these same institu- 
tions might suffer unneces- 
sarily, thereby bringing 
about their withdrawal from 
the business. This situation 
will refiect on the banking 
fraternity and could destroy 
much of the groundwork that 
has been built up over the 
years. 

In dealing with credits to 
individuals, losses begin in 
the credit department with 
the overextension of the bor- 
rower and are the fault of 
the credit grantor more 
often than the borrower; 
conversely, an ultra-conserv- 
ative credit policy that em- 
phasizes a passive interest 
in this business, loses good 
business for the bank. 

1. Make certain that your 


3.60 
2.71 
5.73 
2.43 
1.20 


2.80 
1.88 
1.08 
1.84 
1.07 


credit policy is sound, con- 
structive, and flexible. 

2. Check credits closely— 
direct and indirect. 

3. Make your operation 
more efficient. 

4. Analyze costs as of to- 
day. 

5. Increase rates to carry 
costs if necessary. 

6. Analyze collection and 
renewal policy. 

7. Set up adequate re- 
serves. 

8. Do not be influenced by 
competition and adopt a 
loose credit policy. 

9. Do not allow competi- 
tion to bring about unprofit- 
able charges for your service. 

10. Obtain full coopera- 
tion of officers and directors. 


Relationship to 
Total Deposits 


A question frequently 
asked is “What percentage 
of total deposits should be 
invested in consumer cred- 
it?” If I knew the answer 
to that question my forecasts 
would be more accurate than 
they are. Nevertheless, in an 
attempt to accumulate this 
information, our Committee 
on Consumer Credit con- 
ducted a study among 350 
representative banks, asking 
them to supply the percent- 
age relationship of their out- 
standings to total deposits 
in the hope that some pat- 
tern would develop. We were 
certain there was no formula 
adequate that could be used 
to determine this informa- 
tion; but we thought that 
perhaps a study would re- 
veal some interesting and 


valuable facts that would 
prove helpful. While the re- 
ports are not all tabulated 
yet, the results to date are 
as shown at left. 


Comparison Only 


These data will give you 
some idea of how your bank 
compares with other banks 
in your size group. This 
study should not be used as 
a guide in individual in- 
stances as there are too 
many other factors to be 
considered. In evaluating 
the results of this study, 
banks must consider their 
local situation—whether the 
area lends itself to this type 
of credit, the extent of the 
area serviced, whether the 
business is obtained on a di- 
rect basis or through dealers, 
the type of industries, and 
general economic conditions. 
There are many operations 
that show twenty to thirty 
percent of their deposits in- 
vested in consumer credit 
that are absolutely sound. 
Many smaller banks that do 
not have the means to de- 
velop a commercial loan port- 
folio, but are operating in a 
rural community area, have 
as high as fifty percent in- 
vested in this credit. With 
the high degree of liquidity 
of this type of paper, with 
the great diversification of 
risk, and with the demon- 
strated low loss ratio, any 
bank that is operating on a 
direct basis would have little 
difficulty in justifying its in- 
vestment in consumer credit 
regardless of the percentage 
relationships, in my opinion. 


Conscuse credit is not as 
old as production credit and 
is junior to the traditions of 
commercial banking. But 
consumer credit has more 
than reached its majority; 
it is recognized as a power- 


ful factor in our national 
economy; it has moved for- 
ward in wars and depres- 
sions; it has helped and has 
seen great industries rise; it 
has had a finger on the pulse 
of the masses and has held 
out a helping hand to mil- 
lions of people in their 
struggle to improve their 
standard of living. 
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MORTGAGE CREDIT 


News and Comment from Our Savings and Mortgage Division and Other Sources 


FHA and VA Sub- 
standard Loans 
Under Scrutiny 


By a vote of 284 to 15 the 
House of Representatives 
voted, shortly before ad- 
journment, to investigate the 
mortgage loan procedures of 
both the FHA and VA. 

Congress has been hearing 
from veterans about poorly 
constructed homes which 
have been approved for 
guaranty or insurance— 
houses located on sites where 
proper drainage could not be 
provided, where septic tanks 
overflowed, and where cellars 
could not be kept dry. 

The investigators, it is an- 
ticipated, will look into the 
responsibility for placing 
FHA insurance or VA guar- 
antees without due precau- 
tion. 

When introducing the leg- 
islation, Representative Wil- 
liam B. Widnall of New 
Jersey stated, in substance: 
“We have said many times 
that we want to do every- 
thing we can to help the 
veteran. We do not help the 
young, inexperienced veteran 
who has not purchased a 
house before if all he obtains 
is a constant headache and 
a source of monetary difficul- 
ties for the rest of his life.” 


Comparison of 1950- 
1951 FHA Operations 


iu volume of insurance 
written by the Federal Hous- 
ing Administration declined 
in the second quarter of 1951 
to $780.5-million, which rep- 
resented the lowest quarterly 
volume since the first quarter 
of 1948, according to the 
FHA’s Insured Mortgage 
Portfolio for the third quar- 
ter of 1951. The all-time 
peak was reached in the 
third quarter of 1950. 
During the first six months 
of 1951, loans and mortgages 
insured by the FHA totaled 
$1%-billion or about one- 
fifth below the 1950 compar- 
able volume. Home mortgage 
insurance fell 10 percent to 
$1,070-million, and project 
operations decreased 51 per- 


December 1951 


Volume of Housing Units and Mortgage Lending 


Although the intention of Regulation “X” of the Federal 
Reserve Board was, through the control of mortgage credit, 
to limit the number of new homes in a year to 850,000 
housing units, for the first nine months of 1951 housing 


starts totaled 849,500. 


The year 1951 will also show a volume of mortgage loans 
considerably over the previous year if the present rate of 
mortgage credit being extended is continued. 


Nonfarm Mortgage Recordings of $20,000 or less 
by type of Lender 


Nonfarm 
Mortgage Record- 
ings of $20,000 or Less 
by Type of Mortgagee 
Commercial Banks ... 
Mutual Savings Banks 
Savings and loan as- 

sociations 
Insurance companies. . 
Individuals 
Other mortgagees .... 


Total amount .... 
Total number of 
mortgages 


1951 


$ 2,253,863 $ 2,146,109 
662,827 


3,496,312 
1,120,293 
1,679,890 
1,725,751 


$10,938,936 


1,926,748 


First 8 Months 
1950 


643,562 


3,377,177 

958,971 
1,489,289 
1,743,886 


$10,358,994 


1,987,321 — 3.1 


Source: Operating Analysis Division, Home Loan Bank Board. 


cent to $288-million, while 
the volume of property im- 
provement loans rose 2 per- 
cent to $305.1-million. 

Applications for mortgage 
insurance received in the 
second quarter of 1951 cov- 
ered 130,000 dwelling units, 
of which 88,600 were new 
units and 41,400 were exist- 
ing or refinanced units. 


Despite the seasonal in- 
crease of 29 percent over the 
previous quarter, the total 
new-unit applications re- 
ceived in the second quarter 
amounted to only one-half 
the comparable 1950 volume. 
Total new-unit applications 
in 1951 were off 62 percent 
to 157,000 units—a drop of 
59 percent for home-mort- 


New A.B.A. Home Mortgage Lending Textbook Committee 
meeting in Chicago (story on page 84 November BANKING). 
Seated, left to right, W. T. Burns, Minneapolis; H. T. Denyes, 
Detroit; T. L. Nims, A.B.A., New York; Harry Held, New 
York; J. E. Perry, Newton, Mass.; J. R. Dunkerley, A.B.A.; 
Marion Turner, A.I.B., New York; E. S. Carll, Philadelphia ; 
A. E. Worth, Newton; standing, H. L. Reeve, Chicago; V. R 
Steffensen, Salt Lake City; W. R. Bryant, San Francisco; 
L. B. Lundblad, Providence; Leroy Lewis, A.I.B.; G. H. 
Gustafson, A.B.A.; N. P. MecGrory, Newark 


gage applications and of 66 
percent for project applica- 
tions. 

Dwelling units started dur- 
ing the first half of the year 
numbered 148,000 units—off 
about one-third from the first 
half of 1950. FHA starts 
during the first half of the 
year accounted for 28.7 per- 
cent of all privately financed 
nonfarm starts reported by 
the Bureau of Labor Sta- 
tistics. 

Dwelling units completed 
in the first half of 1951 total- 
ing 194,800 units was some 
16 percent above the compar- 
able 1950 period. About 67 
percent of these completed 
units were in the one- to 
four-family structures, as 
compared with 74 percent in 
the first half of 1950. 


1950 Census Will 
Include Important 
Housing Data 


wrosranr information on 
the characteristics of housing 
throughout the United States 
will be included in the final 
tabulation of the 1950 census, 
now being compiled by the 
Census Bureau. The census 
report will provide valuable 
information on mortgage 
lending and those responsible 
for housing development and 
planning. It will make avail- 
able a breakdown for the 
whole United States, for in- 
dividual states, and for areas 
within states of the details 
of housing occupancy, the 
value of rent, the type of 
fuel used for cooking and for 
heating, the state of repair, 
and plumbing equipment. 

In addition, the results will 
reveal the outstanding char- 
acteristics of the total mort- 
gage debt of the country, in- 
eluding the volume and 
amount of outstanding debt, 
the adequacy of credit facili- 
ties, the purposes for which 
mortgages were obtained, 
and the generally prevailing 
mortgage loan terms. 

Preliminary reports are 
made available from time to 
time. One of these reports, 
The 1950 Housing Situation 
in Charts, gives a graphic 
picture of housing, and it, 
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together with more detailed 
tables covering the prelimi- 
nary results of the 1950 
housing census, has been pre- 
pared by and may be ob- 
tained from the U. S. Bureau 
of the Census, Department of 
Commerce, Washington 25, 


Foley Announces 
FNMA Advance 
Commitments 


‘Le apportionment of the 
$200-million authorization of 
the Federal National Mort- 
gage Association to enter in- 
to advance commitments to 
purchase mortgages for pro- 
grammed defense housing, 
military housing, and dis- 
aster housing was announced 
recently by Raymond M. 
Foley, administrator of the 
Housing and Home Finance 
Agency. 

Under the Defense Hous- 
ing and Commodity Facilities 
and Services Act, which auth- 
orizes FNMA to take this 
action, advance commitments 
must be made prior to De- 
cember 31. 


Christmas Club 
Savings 3.4% 
Above 1950 


CLUB savings 
for 1951 ran ahead of last 
year by 3.4 percent and rep- 
resent an all-time high for 
the 41 years of Christmas 
Club operations, according to 
Edward F. Dorset, president 
of Christmas Club, a New 
York corporation. 

Advance estimates by Mr. 
Dorset disclosed that $952- 
million was distributed to 
about 10,875,000 Christmas 
Club members by approxi- 
mately 6,200 banking and 
savings institutions during 
National Prosperity Week, 
which started Monday, No- 
vember 26. 

The average per member 
distribution is about $87.50 
for the entire country, as 
against $84.57 last year. In 
the large metropolitan areas 
the average per member dis- 
tribution is approximately 
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Of the $200-million, ac- 
cording to Mr. Foley, $25,- 
million has initially been 
apportioned for disaster 
housing; $50-million for mili- 
tary housing built under the 
Maybank-Wherry Act; and 
the remaining $125-million 
for programmed defense 
housing in designated criti- 
cal defense housing areas. 

Lenders wishing to obtain 
prior commitments for eligi- 
ble housing mortgages should 
apply to their appropriate 
FNMA agency office. These 
are located at Los Angeles, 
Seattle, Dallas, Chicago, 
Philadelphia, Atlanta, and 
Detroit. 


Bank in Hot Water 
Over VA Loan 
Foreclosure 


of the Committee 
on Real Estate Mortgages of 
the A.B.A.’s Savings and 
Mortgage Division, Joseph R. 
Jones, vice-president of the 
Security-First National Bank 
of Los Angeles, has reported 
an unusual VA loan trans- 
action which occurred to @ 


| and, 


bank in California, and on 
which other lenders of limited 
experience should in- 
formed. For purposes of 
illustration hypothetical fig- 
ures corresponding to the 
actual case are used in the 
following example: 

The bank in question 
owned a VA loan under Sec- 
tion 501 in the amount of 
$8,000 which was 50 percent 
guaranteed for $4,000. Prior 
to the foreclosure sale, the 
Veterans Administration ad- 
vised the bank that they 
were not setting an “upset 
price.” 
custom in this bank to bid 
the unpaid amount of the 
loan at any foreclosure sale 
unthinkingly, in this 
case they instructed the 
trustee to bid $8,000, which 
was the unpaid balance of 
the loan, without making any 
allowance for the $4,000 
guaranty which the VA had 
paid prior to the foreclosure 
sale. 

After the completion of 
the foreclosure sale, the VA 
made demand upon the bank 
for a refund of the $4,000 
which had been paid to them. 


It had long been the |’ 


Their reasoning was that the 
bid at the foreclosure sale 
established a consideration 
for the property, and as 
guarantor they were entitled 
to receive the amount paid 
for the property over and 
above the amount stil! due 
to the bank, which was, of 
course, $4,000. 


The bank has contended 
that the VA is being ex- 
tremely arbitrary and stand- 
ing on technicalities. It has 
further insisted that their 
bank, as lender, has not 
stood on such technicalities, 
and in all instances has evi- 
denced a spirit of coopera- 
tion in trying to help the 
veteran. 

In response to this, the 
Veterans Administration 
states that by law they have 
a perfectly valid claim upon 
the bank and that they have 
no legal power to waive it. 
An effort is now being made 
by the bank to have the fore- 
closure sale set aside, in the 
hope that they could hold the 
sale again and bid only 
$4,000 and hope to collect 
their guaranty from the VA 
on that basis. 


SAVINGS 


News and Comment from Our Savings and Mertgage Divisien and Other Sources 


$99.09. The total number of 
individual members partici- 
pating this year was approxi- 
mately the same as in 1950. 

New York State leads this 
year, as it has for many 
years past, in the volume of 
Christmas Club savings. 
About 20 percent of the en- 
tire fund will be distributed 
by 78 savings institutions, 
mostly banks, located prin- 
cipally in the eastern part of 
the United States, and each 
having more than $1-million. 

A recent cross section sur- 
vey indicates the $952-million 


-fund will be used by the re- 


cipients as shown in table: 


Permanent savings 
Insurance premiums 
Mortgage payments 
Year end bills 
Taxes 

Christmas purchases 
Education 


How New Tax Law 
Affects Savings 
Institutions 


= are the principal pro- 
visions of the Revenue Act of 
1951 which make mutual sav- 
ings banks, savings and loan 
associations, and cooperative 
banks subjects to Federal in- 
come taxes after December 
81, 1951: 

(1) The tax exemption of 
mutual savings banks is re- 
pealed. 

(2) The tax exemption of 
savings and loan associations 


27% 
1% 
2% 

12% 
71% 

38% 
2% 
5% 


$257,040,000 
66,640,000 
19,040,000 
114,240,000 
66,640,000 
361,760,000 
19,040,000 
47,600,000 


100% $952,000,000 


and cooperative banks is re- 
pealed. 


(3) Credit unions and mu- 
tual corporations or associa- 
tions organized prior to Sep- 
tember 1, 1951, which provide 
revenue or insurance bene- 
fits for savings institutions, 
remain tax exempt. 


(4) Mutual savings banks, 
savings and loan associations 
and cooperative banks are 
exempt from the excess prof- 
its tax. 

(5) ‘‘Reserves for bad 
debts” may be deducted from 
gross income in determining 
the amount of taxes, provided 
they are not greater than the 
lesser of: 

(a) The amount of net income 
for the taxable year. 

(b) The amount by which 12 per- 
cent of the total deposits or with- 
drawal accounts of its depositors at 
the close of the taxable year ex- 
ceeds the sum of its surplus, un- 
divided profits, and reserves at the 
beginning of the taxable year. 

(6) The amount of divi- 
dends paid to savings de- 
positors or on savings share 
accounts may be deducted 
from gross income in de- 


termining the amount of tax. 
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(7) Payments on loans by 
savings banks, savings and 
loan associations, or coopera- 
tive banks, which were made 
prior to September 1, 1951, 
and are guaranteed by the 
United States or one of its 
wholly - owned agencies, or 
owed to a mutual corporation 
or association created by 
state law, may be deducted 
from gross income for tax 
purposes. 

(8) For purposes of this 
act, savings and loan asso- 
ciations include both state 
and Federal savings and loan 
associations, and state-char- 
tered building and loan asso- 
ciations. 

(9) A section of this act 
provides for taxing the sepa- 
rate income of life insurance 
departments of mutual sav- 
ings banks in the same man- 
ner as that provided for life 
insurance companies. 


Thrift Essential to 
Industrial Plant, 
Says Dunkerley 


Tue great productive plant 
of this country and the train- 
ing of highly skilled workers 
has been made possible by 
the savings of the people, 
said J. R. Dunkerly, deputy 
manager of the A. B. A. and 
secretary of the Savings and 
Mortgage Division, before a 
school savings forum spon- 
sored by the Society for Sav- 
ings of Cleveland. This forum 
was attended by about 70 
Ohio school administrators. 


Seated at speakers’ table at the Society’s forum (standing in 
background) were, left to right, C. J. Hamilton, manager, 
Society’s school savings department; Dr. Hugh Perkins, 
president, Northern Ohio Principals Discussion Group; Mr. 
Dunkerley; Dr. Ritchie; D. James Pritchard, Society vice- 


president; and Lewis E. 


“Tt is easy to test the value 
of savings,” said Mr. Dunk- 
erly. “Just take a look at the 
countries of the world. Which 
countries have fine schools? 
Which countries have manu- 
facturing plants with tre- 
mendous production? 
countries have the highest 
standards of living? ... 

“Approximately 10 percent 
of the annual income is need- 
ed for repairs and replace- 
ments. Another 10 percent 
is needed for expansion. To 
keep our present productive 


plant in peak performance | 


and expand for the future, 20 


percent of the annual income | 


must be saved. If we were 
to spend our entire income in 
consumer goods for only a 
short time, our economy 
would be wrecked. 

“If the teachers and the 


bankers do not do the job, | 


Franckle, assistant vice-president 


, there seems to be only one 
alternative — the creation of 
| another Government admin- 
istrator to decide how much 
brow person must save and 
| the use to which these savings 
would go.” 


Which | 


“Individual Thrift 
| Hits 5-Year High 
Second Quarter 


A comprenenstve word-pic- 
ture of the volume and com- 
position of individual savings 
during the second quarter of 
1951 has been released by the 
Securities and Exchange 
| Commission (Statistical 
| Series No. 1042). Here are 
| some of the more impressive 
SEC disclosures relative to 
the savings pattern: 


Individuals saved in liquid 
form $3.2-billion in the sec- 
ond quarter, more than in 
any period since the third 
quarter of 1946. There was 
practically no liquid savings 
by individuals during the 
first quarter of this year and 
the second quarter of 1950. 

In contrast to preceding 
quarters, there was a sub- 
stantial flow of funds into 
liquid rather than non-liquid 
savings, apparently reflecting 
the effects of credit controls 
and restrictions on housing 
and durable consumer goods. 

Individual savings in the 
form of corporate stocks and 
bonds increased sharply dur- 
ing the second quarter of 
1951. Total net purchases of 
corporate securities by indi- 
viduals amounted to $1-bil- 
lion, almost as much as in 
the full year 1950, when pur- 
chases of corporate stocks 
amounted to about $800-mil- 
lion. During the second quar- 
ter there was a large amount 
of conversions of bonds into 
common stocks. Almost all 
of the net increases in new 
stock outstanding went to in- 
dividuals. A comparatively 
small proportion ($200-mil- 
lion) of new corporate bonds 
issued during the quarter 
were absorbed by individuals. 

Individuals made net pur- 
chases of $300-million of 
state and municipal bonds, 
more than in any quarter 
since the end of 1948. 

Insurance and pension re- 
serves constituted the largest 
form of liquid savings, in- 


| creasing by $2.1-billion. 


TRUST SERVICE 
Estate and Gift Tax Changes 


CHARLES E. OrcurTT, assistant secretary of the Trust 
Division of the American Bankers Association, pre- 
pared this digest. 


ber 20, 1951, will hit heavily the purses of almost 

everyone, there were only minor changes in the 
estate and gift tax provisions. The applicable rates, 
however, are not affected by the act. 

It will be recalled that the Federal estate tax is 
neither a property nor an inheritance tax. It is im- 
posed upon the transfer of the entire net estate and 
not upon any particular legacy, devise, or distributive 
share received. Federal estate taxation consists of the 
basic estate tax and the additional estate tax. 


LTHOUGH the Revenue Act of 1951, enacted on Octo- 


December 1951 


In the case of a citizen or resident of the United 
States, a specific exemption of $100,000 is authorized 
for the purpose of the basic estate tax, and a specific 
exemption of $60,000 is authorized for the purpose of 
the additional estate tax. A credit is authorized against 
the basic estate tax (not in excess of 80 percent 
thereof) for estate, inheritance, legacy, or such suc- 
cession taxes paid a state, territory, the District of 
Columbia, or any possession of the United States. No 
such credit is allowable against the additional estate 
tax. Credits for Federal gift taxes are, under certain 
conditions, allowable against both the basic and the 
additional estate taxes. 

Some of the important changes in the new revenue 
act affecting trusts and estates follow: 
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Estate tax of servicemen killed in Korea. An estate 
tax shall not apply to the estates of decedents dying 
while in active service as a member of the armed 
forces of the United States. This provision is effective 
with respect to deaths occurring after the commence- 
ment of hostilities in Korea on June 24, 1950 and before 
January 1, 1954. However, they are not exempt from 
the “basic” estate tax. 


Foreign death estate tax credit. A considerable num- 
ber of foreign countries have entered into estate tax 
conventions with the United States, providing for relief 
whereby the estate can take the larger credit, either 
under the statute or under the convention. The foreign 
estate tax credit is allowed both against the basic 
estate tax and the additional estate tax. This, in all 
probability, would avoid double taxation. This pro- 
vision is effective with respect to estates of decedents 
who died after October 20, 1951. 


United States bonds held by nonresident aliens. The 
estates of nonresident aliens not doing business in the 
United States will be taxed on United States bonds 
issued on or after March 1, 1941, but only if the dece- 
dent dies after October 20, 1951. The result will be 
that for estate and gift tax purposes United States 
Government securities will receive the same treatment 
as other types of domestic bonds. This treatment 
will also conform to the policy of taxing the interest 
on such bonds under the income tax when received by 
nonresident aliens. 


Decedents dying before 1951 with life estate retained. 
The decision of Commissioner v Church, handed down 
by the United States Supreme Court in January 1949 
(335 U.S. 632), still makes history. The Technical 
Changes Act of 1949 provided that in the case of life 
estates retained in transfers made on or before March 
3, 1931 (and in some cases before June 7, 1932), the 
property would not be included in the decedent’s gross 
estate by reason of the retention of the life estate if 
the decedent died before January 1, 1950. However, an 
extension has been granted and the new date is Janu- 
ary 1, 1951. 


Some of the speakers at the 20th Mid-Continent Trust Con- 
ference in Chicago. Left to right, C. Francis Cocke, A.B.A. 
president and president, First -National Exchange Bank, 
Roanoke; Louis W. Fischer, president, Corporate Fiduciaries 
Association of Chicago; Merle E. Selecman, deputy manager, 
A.B.A.; and Joseph W. White, president, A.B.A. Trust Divi- 


sion. (Program appears on page 92, October BANKING) 


Redemption of stock to pay death taxes. The new 
law makes redemption of stock in a decedent’s estate 
applicable where the stock comprises more than 35 
percent of the value of the decedent’s gross estate. The 
provision is applicable only to amounts distributed on 
or after October 20, 1951. Other provisions of some- 
what limited application follow: 


(1) Granting an estate tax exemption for works of 
art loaned by nonresident aliens to public museums. 

(2) Providing that transfers conditioned on sur- 
vivorship by persons who died after March 18, 1937 
and before February 11, 1939 shall be treated in con- 
formity to Treasury regulations in force at the time 
of the decedent’s death. 

(3) Permitting exclusion of certain transfers taking 
effect at death made before September 8, 1916 by 
persons who died after Febraury 10, 1939. 

(4) Reopening for one year a refund privilege for 
estates that were taxed on life imsurance proceeds 
because decedent had paid premiums before January 
11, 1941 while retaining a reversionary interest in the 
policy, providing refund claim was filed after October 
25, 1949 and on or before October 25, 1950. 

(END) 


CALENDAR 


American Bankers Association 


Dec. 8- 5 LaSalle 


National Credit Conference, 
Hotel, Chicago, Illinois 
Southern Secretaries Conference, Biloxi, 


Mississippi 


Dec. 9-11 


1952 

Jan. 0 Eastern Secretaries Conference, A.B.A. 
Headquarters, New York, N. Y. 

Jan. Eastern Secretaries Conference, Com- 
modore Hotel, New York, N. Y. 

Feb. 83rd Annual Mid-Winter Trust Confer- 
ence, Waldorf-Astoria, New York, 
N. Y. 

Mar. Annual A.B.A. Savings and Mortgage 
Ape Statler Hotel, New York, 
N 


Mar. A.B.A. National Instalment Credit Con- 
ference, LaSalle Hotel, Chicago, Illinois 
American Institute of Banking Annual 
Convention Rice Hotel, Houston, Texas 


June 


Sept. 28- 


Oct. 1 78th Annual Convention, Atlantic City 


State Associations 
1952 
Jan. 24 Mid-Winter Conference, Illinois Bankers 
Association, Jefferson Hotel, St. Louis, 
Missouri 
Apr. Florida, Vinoy Park Hotel, St. Petersburg 
Apr. Georgia, The Bon Air, Augusta 
Apr. New Jersey, Chalfonte-Haddon Hall 
Hotel, Atlantic City 
Apr. New Mexico, LaCaverna Hotel, Carlsbad 
Apr. Louisiana, Buena Vista Hotel, Biloxi 
May Kansas, Topeka 
May Delaware, du Pont Country Club, Wil- 
mington 
Mav Indiana, Clavpool Hotel, Indianapolis 
May North Carolina, The Carolina Hotel, 
Pinehurst 
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AAAAOK 


to our Correspondent Banks 


May your holiday season be joyous 
and may the New Year 


hold promise of unbounded success 


The First National Bank 
of Chicago 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


If you are not now a correspondent bank of The First 
you are invited to join the large family of banks served 
by The First National Bank of Chicago. Write us, 
Learn how you can give your customers better service 
when you let The First serve you! 
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DUAL FILM-A-RECORD 


ALL-PURPOSE Microfilming Machine 


The Only 


The great new Dual Film-a-record definitely 
gives you the most in microfilming—the fastest 
feeding, clearest images, widest throat ... the 
most flexible, efficient and economical opera- 
tion. You can film by any of the three methods 
shown at right, choose any of three reductions, 
use either 16mm or 35mm film. To change from 


one to two-sided photography, you just flip a 
switch. Documents are ejected at eye-level, 
within easy reach and in the same order as fed. 
All controls are directly in front of the operator. 
Ampleleg roomis provided. All this and more you 
get in Dual Film-a-record, the only all purpose 
microfilm machine, at a surprisingly low price. 
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You can microfilm both sides of records simultane- 
ously side by side; or one side only using the full 
width of the film; or one side only down half the 
film and up the other half, thus doubling film 
capacity. And you can make two identical copies 
simultaneously on duplicate rolls of film by any of 
the above methods. 


You can hand feed up to 500 checks in one minute 
because Dual Film-a-record photographs 125 feet 
of paper in 60 seconds, separates documents auto- 
matically. With the exclusive 15-inch feeding throat 
you can film records with printed areas up to 1414” 
wide. If desired, an independently powered auto- 
matic feeder can be used. 


Use any of three reduction ratios— 24 to 1, 32 to 
1, or 37 to 1—-whichever gives you the best combi- 
nation of readability, space-saving and film econ- 
omy. In less than a minute you can change the lens 
assembly in the single, fixed camera to get the de- 
sired reduction. Loading is easy. The camera will 
accommodate one or two rolls of 16mm, or one roll 
of 35mm film. 


FREE illustrated booklet, F264, describes the Dual Film-a-record 
in complete detail. Get your copy today—write to Room 1511, 
Management Controls Reference Library, 315 Fourth Ave., New York 10. 


7 
THE FIRST NAME IN BUSINESS PHOTOGRAPHY HMemingtor. 
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HIGHLIGHTS 


MELLON INSTITUTE OF INDUSTRIAL 
RESEARCH~— Years ago, Andrew W. Mellon 
and Richard B. Mellon realized that to raise 
the general level of existence, opportunity 
and facilities must be provided for research. 
An institute devoted to research, training, 
and gathering of valuable information 
was the result, as, in 1913, these two men 
founded Pittsburgh’s Mellon Institute for 
the enrichment of civilization and the serv- 
ice of public good. 


The non-profit Industrial Fellowship System 
introduced in Pittsburgh by Robert Kennedy 
Duncan was adopted by the Institute to 
improve the industrial research procedure. 
Research problems are submitted by firms, 
and selected scientific workers who have been 
trained for that particular field begin in- 
vestigations of those problems accepted. 


World Business 


(CONTINUED FROM PAGE 49) 


“As for Bretton Woods,” Mr. Wol- 
cott continued, “I considered the 
Fund would be a stopgap, which it 
has not been. In 1945 I hoped that 
a series of international conferenceg 
would bring about our goal of a 
return to the gold standard in some 
form or other—the gold-coin stan- 
dard. The Fund was to be the tran- 
sition to that goal, exercising in the 
interim the stabilizing influence 
which gold formerly exercised. As 
for the long-term loans which the 
World Bank has been making, if they 
are repaid it will be done out of the 
dollars we give away in the years 
to come.” 


CUSTOMS SIMPLIFICATION 


Passage by the House of the Cus- 
toms Simplification Act in October 
moved the legislation a big step 
forward. The outlook is for enact- 
ment in 1952. Thereafter the Customs 
Bureau will affect procedural 
changes beneficial alike to the Cus- 
toms Service, importers, and foreign 
shippers, Commissioner Frank Dow 
told BANKING. 

“Simplification,” he said, “should 
appeal particularly to bankers con- 
cerned with international trade. One 
provision that may interest them is 
that which would substitute ex- 
change rates established through the 
World Fund for the obsolete gold- 
content provisions of present pro- 
cedure as the basic method of con- 
verting currencies for assessing 
import duties. 

“Another important change,” con- 
tinued Mr. Dow, “improves valuation 
procedures for customs purposes. 
Still another provides importers act- 
ing in good faith with relief from 
undervaluation duties and from the 
effects of inadvertent errors. These 
and numerous other technical pro- 
visions are all calculated to facili- 
tate the administration of the tariff 


The insurance industry has long played an um- 
portant role in the development of commercial, “Th k ( 
industrial, and cultural America ... through pro- 


laws. 


complish those phases of our con- 
tinuing Customs Management Im- 
provement Program that require 
legislative authority. Added to the 


scores of measures undertaken ad- 
ministratively during the past sev- 
eral years, the simplification bill 


FIRE INSURANCE COMPANY rounds out quite a substantial over- 


hauling of customs practices, the 
OF PITTSBURGH, PENNSYLVANIA te meet 


viding vast sums of money for research and 
expansion and by furnishing the basic insurance 
protection which progress demands. 
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Better LAYOUT 


(CONTINUED FROM PAGE 51) 


used by the customer in writing 
checks or withdrawals or preparing 
deposits should be constructed to 
preserve the confidential nature of 
the customer’s relationship with the 
bank. Very few customers want to 
advertise the amount of money they 
are withdrawing or depositing. Yet 
the conventional check desk de- 
signed for two or three people 
makes it virtually impossible for 
more than one to use this facility 
with any degree of privacy. It is, 
therefore, suggested that check 
desks either be made small enough 
so that they can be used by only 
one person at a time or vertical 
partitions be used to divide the 
cesk into smaller sections for in- 
dividual use. 

(6) Lobby Size—The lobby should 
provide ample waiting space to 
handle traffic loads on high-activ- 
ity days but not necessarily on peak 
days. If a bank has high activity 
each Monday and Friday, for ex- 
ample, or each Friday and Saturday, 
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a lobby is justified that is suffi- 
ciently large to take care of this 
traffic comfortably. If, on the other 
hand, the bank has normal flow 
most of the time but only two peaks 
a month, say the 15th and 3ist, it 
would be uneconomical and unwise 
to make the lobby big enough to 
handle comfortably these two peak 
days each month. On a normal high- 
traffic day, the customer should be 
able to enter the lobby, stand in 
line and get back to the exit with- 
out having to push people out of his 
way or walk through lines. 


Some New Lobby Features 


The Chardon Savings Bank Com- 
pany of Chardon, Ohio, has con- 
structed a new bank building which 
has several outstanding features 
relative to lobby layout (Plan C). 
The teller counters are parallel to 
the front entrance and face the 
customers as they walk into the 
bank. Customers entering the lobby 
have a minimum distance to travel 
to reach any window. The officers 
are so located that they can see 
the people in the lobby at all times, 
yet are sufficiently removed from 


WORK AREA 


the lobby activity so that business 
can be transacted in relative quiet 
and privacy. Customers wishing to 
enter the safe deposit vault do not 
find it necessary to buck lines of 
people waiting in front of the teller 
windows. 

Persons who must fight their way 
through crowds repeatedly or who, 
because they must elbow their way 
through a line and are embarrassed 
because others think they are try- 
ing to shove in ahead of them, are 
not apt to be satisfied customers. 
They are irritable when dealing 
with the bank employees, which 
seldom improves employee morale. 
In addition, they are very apt to 
speak disparagingly of the bank to 
their friends. A lobby which pro- 
vides easy access and exit and which 
is so arranged that the service 
which the customer desires can be 
reached easily and quickly will pay 
dividends in customer satisfaction, 
goodwill and employee morale. A 
lobby which gives the impression 
of ample space, which is clean, well 
lighted, well ventilated and modern 
in appearance will do much to con- 

(CONTINUED ON PAGE 100) 


DIRECTORS 


C 


OFFICERS 


PLAN C—Layout of the lobby, tellers’ counters and administrative 
area in the new building of the Chardon (Ohio) Savings Bank 
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Review and Forecast 
of U.S. Business, 


Industry and Finance 


International Trade 
Section 


EW YORK TIMES 


If you have a sales or public relations story 
to tell U. S. business men, 
plan your advertising now for 
TO BE PUBLISHED JANUARY 2, 1952, AS PART OF THE NEW YORK TIMES 
TO BE PUBLISHED JANUARY 3, 1952, AS PART OF THE NEES 
98 BANKING 
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Here are two recognized guides to business action... 
authoritative supplements that give management execu- 
tives a comprehensive review of the facts they need to 
make basic business decisions. 


As in previous years, these two sections will command 
the attention of business, government, financial and 
industrial executives in over 6,000 U.S. cities and towns. 
They will be read by department store heads, buyers and 
purchasing agents, wholesalers, importers, exporters, 
labor leaders—and the molders of public opinion. 


The Review and Forecast on January 2 will cover every 
aspect of U.S. business, industry and finance. It will 
show what we have accomplished in the past year, what 
we can expect to encounter in the months ahead. Foreign 
business and trade conditions will receive this same com- 


plete coverage in the International Trade Section of 
January 3. 


Only The New York Times, with the largest newspaper 
staff in the world, could give its readers this expert, 
objective, up-to-the-minute picture of business condi- 
tions and trends throughout this country and abroad. 


Plan now to take advantage of the impact this unique 
editorial coverage and reader acceptance give to adver- 
tising in these two important beginning-of-the-year sec- 
tions of The New York Times. Get all the facts from 
any one of our offices. 


The New York Cimes 


“ALL THE NEWS THAT’S FIT TO PRINT” 
For 44 years first in the world in financial advertising 


NEW YORK: 229 West 43rd St. » BOSTON: 140 Federal St. « CHICAGO: 333 North Michigan Ave. 
DETROIT: General Motors Building» LOS ANGELES: Sawyer-Ferguson-Walker Co., 612 South Flower St. 
SAN FRANCISCO: Sawyer-Ferguson-Walker Co., Russ Building 
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How Much 
Can the 
TRI-POSIT 


Plan Save 
Your Bank? 


The Tri-Posit Plan is a new 
method of handling deposits 
over the counter. It is faster, 
more accurate, more efficient, 
safer. Because it utilizes only 
4 simple items of supply, it can 
be installed in your bank with 
a negligible investment. Write 
for full details today. 


American Business 
Systems 


1229 Belmont Ave., Phila. 4, Pa. 
TRinity 7-2700 
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vince customers that the bank is 

friendly and efficiently managed. 
There are several teller counter 

arrangements designed to speed 


| traffic. These will be discussed in a 
| later article. 


The Administrative Area 


The area occupied by the admin- 
istrative officers takes on some of 
the aspects of the bank lobby be- 
cause customers are served there. 
It must be open to customer traffic. 
However, the type of customer traf- 
fic in the administrative area is en- 
tirely different from that in front of 
the tellers’ counters. Only a small 
percentage of those who visit the 
bank find it necessary to enter the 
administrative area. When they do 
visit an administrative officer, how- 
ever, it is usually to discuss business 
of considerable import and often of 
a confidential nature. 

Since one of the primary functions 
of administrative officers is to serve 


| the public, they must be easily avail- 
| able to those who wish to see them. 
The problem is considerably differ- 
| ent in the small bank and in the 
| large city bank. 


In Smaller Banks 
In the smaller banks and in branch 


| offices, it is preferable to locate the 
| administrative area near the front 
| door so the executive officer can 
greet customers as they enter or 
| leave. Customers like this personal 
' attention because it increases their 
| feeling of importance. If the smaller 
_ bank has two or three administrative 
_ Officers, it may be advisable for the 
_ chief executive officer to have a pri- 
_ vate office to which he can retire 
| when it is necessary for him to 
| think out problems or engage in 
_ confidential discussions with cus- 
| tomers. The Chardon Bank floor lay- 
' out provides a very effective means 


of providing close customer contact 
while maintaining the privacy es- 
sential for confidential matters. 


In Larger Banks 


In the larger banks, most cus- 
tomers desiring administrative at- 
tention are handled by specialists. 
Generally these specialists should be 
located in islands or open spaces 
bordering the lobby but still easily 


accessible. 


Policy-making officers and those 


| who have time to see only a small 


proportion of the more importent 
customers should have private offices 
somewhat removed from the main 
traffic stream. This provides a place 
to think, to evolve policy and, }e- 
cause of its location away from the 
main stream of traffic, avoids the 
embarrassment of having to refuse 
admittance to a constant stream of 
friends and customers. 


Private Offices vs. 
Open Administrative Areas 


The open administrative area 
makes customers and employees feel 
more at home. There is something 
about a private office which sets off 
the occupant as being a person apart. 
The physical separation tends to 
convey the impression of aloofness 
and snobbishness. For this reason 
most modern banks place a majority 
of their administrative personnel in 
open areas which are easily acces- 
sible to customers and other staff 
members. However, when this is 
done there should be ample space 
between desks so that conversations 
can be carried on in relative privacy. 
Six to eight feet of clear space be- 
tween desks in all directions is gen- 
erally ample. In addition, conference 
rooms should be provided for ex- 
tremely confidential matters and for 
use when several people must confer 
together. 

In the smaller banks, at least the 
chief executive officer should have 
a private office or a conference room 
to which he can retire when con- 
sidering important policy matters 
and to which he can take customers 
for confidential discussions. In the 
larger banks, the chief executive of- 
ficers and certain specialists such 
as legal representatives, economists 
and investment officers need private 
offices to enable them to spend as 
much time as necessary in private 
without interruption. 

As a general rule, less space is 
required for desks in an open area 
than if the same desks were housed 
in private offices. 


An honest man is one who would 
not be crooked even if he could get 
away with it. 


The young man who takes his girl 
to dinner finds out that small change 
isn’t chicken feed. 
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“least Profits 


ARE REFLECTED IN PROBATE RECORDS 


YOU CAN TELL A LOT about the prospects of any bank’s trust depart- 
ment merely by examining the probate records in the bank’s trading area. 


In those cities where banks and trust companies get a substantial portion 
of the available trust business, the trust departments are profitable. Unfortu- 
nately most trust departments get a very small percentage of the business that 
they could get—if they went after it intelligently and persistently. 


There is enough trust business in any American city to support the trust 
departments of all the banks in that city. In fact—the trust business would be a 
bonanza business for banks if their trust departments administered only half 
the estates of over $25,000 going through the probate courts each year. 


If you want to make your trust department more profitable—or just plain 
profitable—we can show you how to get the necessary new business to accom- 
plish that purpose. 


If you want to know more about our trust promotional methods—methods 
that have produced $200,000,000 of new trust business for banks, methods 
that have been tested by over 100 trust solicitors that we have trained, write for 
our booklet—“Your Path To Trust Profits.” Just fill in and return the coupon 
below. 


~ KENNEDY SINCLAIRE, 


140 CEDAR STREET, NEW YORK 6, N. Y. 


PLEASE SEND ME A COPY OF YOUR BOOKLET “YOUR PATH TO TRUST PROFITS” 
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News for Country Bankers 


(CONTINUED FROM PAGE 65) 


nesota, was selected by a committee 
which included the county agent, 
the vocational agricultural instruc- 
tor at Rochester, an assistant pro- 
fessor at the School of Agriculture, 
a woman farm leader, and Mr. Be- 
zoier. Mr. Carson, the committee 
felt, was the type of person who 
would make good use of the educa- 
tion he derives from the scholarship. 

The cooperating banks include: 
First National Bank of Stewartville; 
Farmers State Bank of Eyota; State 
Bank of Byron; Union National 
Bank and First National Bank, 
Rochester; and Olmsted County 
Bank and Trust Co. 


25,768 4-H Pins for 
New York Boys and Girls 


Oys and girls in 50 New York 

State agricultural counties who 
have completed 4-H Club supervised 
agricultural activities will have been 
the recipients of 25,768 bronze, sil- 
ver, and gold 4-H achievement pins 
from New York banks by the time 
ceremonial meetings come to an end 
late this fall. 

Special ceremonies are being con- 
ducted in many areas at which the 
pins are awarded on behalf of New 
York State Bankers Association’s 
member banks. 


4-H and FFA Honor a Texan 


N one recent month two honors 

for leadership in the agricultural 
field came to George V. Holmes, 
vice-president and agriculturist of 
the Gonzales (Texas) State Bank. 
Mr. Holmes was cited by the Texas 
Extension Service for his interest 
and leadership in 4-H Club work in 
the Gonzales area and the Future 
Farmers of America named him 
honorary Lone Star Farmer in his 
community. The Lone Star Farmer 
degree was awarded at a banquet at 
College Station. 

An area of 22 counties was cov- 
ered by the FFA award, while the 
4-H award was from 18 counties. 

Mr. Holmes was on the committee 
that arranged for the South Texas 
area display in “A Storybook of 


B. LEACH 
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Texas Agriculture” at the 1951 State | 
Fair of Texas, held during October. | 


WHEN LOS ANGELES HELD 
AMERICAS FIRST AIR MEET... 


In 1910... at Dominguez Field, Los Angeles 
...a Bleriot monoplane flew 45 miles to set 
a world’s distance record. 


In that year, we were already serving as Los 
Angeles Correspondent for other banks. There 
weren't many of these Correspondents, and 
one on the East Coast was as notable to us 
as that 45-mile flight was to aviation. 


But times change. Now, 2,200-mile flights 
are daily routine. In air traffic and in aircraft 
production, Southern California is a world 
leader. 


And Security-First National ... with Corre- 
spondent Banks in all sections of the United 
States and overseas ... provides complete, ex- 
perienced service through 134 Offices and 
Branches, located from mid-California to the 
Mexican border. 


We welcome the opportunity to act as your 
Pacific Coast Correspondent. Address in- 
quiries: Banks and Bankers Department. 


RESOURCES OVER 1/2 BILLION DOLLARS 


MANAGING COMMITTEE 


George M. Wallace, Chairman 
Chairman Board of Directors 


James E. Shelton Chester A. Rude 


President Chairman Executive Committee 
L. W. Craig C. T. Wienke 
Vice-President Vice-President 


SECURITY- FIRST NATIONAL BANK 


OF LOS ANGELES 


Member Federal Deposit Insurance Corporation * Member Federal Reserve System 
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Internal Control 
(CONTINUED FROM PAGE 35) 


department_is_the primary foeus-of 
attention. The principal function of 
this department is the handling of 
checking accounts of individuals and 
business--enterprises. The savings 
department may be said to parallel 
the commercial department in much 
of its operation. In so far as this 
is true, the procedures and safe- 
guards recommended for the com- 
mercial department will likewise ap- 
ply to the savings department. The 
trust department of a bank, on the 


other hand, presents an entirely dif- 
ferent situation. It has its own dis- 
tinctive problems of operation and 
control, which require appropriate 
treatment. That treatment could well 
be the subject of a completely dif- 
ferent study, and is not pursued in 
this one. 

This study is aimed principally at 
the fraud problems confronting the 
comparatively small commercial 
banks—those banks which employ 
no more than 20 employees and 
whose deposit liabilities total less 
than $10,000,000. Even in these 
banks, the critical points of vulner- 


THE FORT WORTH NATIONAL BANK 


FORT WORTH, TEXAS 


* 


STATEMENT OF CONDITION AT CLOSE OF BUSINESS 
OCTOBER 10, 1951 


* 


RESOURCES 


CASH AND DUE FROM BANKS 


UNITED STATES GOVERNMENT SECURITIES.. oe 
OBLIGATIONS OF STATES AND POLITICAL SUBDIVISIONS... 
OTHER BONDS, NOTES AND DEBENTURES 


STOCK FEDERAL RESERVE 
LOANS AND DISCOUNTS 
INCOME EARNED—UNCOLLECTED 


BANK 


FURNITURE AND FIXTURES 
OTHER REAL ESTATE 


FUTURE BANKING SITE AND GARAGE PROPERTY 


CUSTOMERS’ LIABILITY—LETTERS OF CREDIT. 


OTHER RESOURCES 


COMMON STOCK 
SURPLUS 


RESERVE FOR CONTINGENCIES 


RESERVE—AMORTIZATION OF BOND PREMIUMS...... 


RESERVE—TAXES, INTEREST, EXPENSE, ETC.. 
LETTERS OF CREDIT ISSUED....... 
INCOME COLLECTED—UNEARNED .. 
DEPOSITS: 

INDIVIDUAL 

BANK 


$ 71,206,650.82 
38,458,021.15 
5, 132,004.67 


89,883,625.04 
289,346.53 
4,143,571.28 
1.00 

1.00 

24,626.28 
115,848.47 

$211 004,093.54 


: 792,031.17 $ 12,792,031.17 
2,055,832.43 

1,022,127.18 

1,390,043.69 

24,626.28 


$137,875, 193.69 
43, 119,352.87 
7,242,840.63 
4,813,690.26 _ 193,051 ,677.45 
$211 004,093.54 


U. 8. Government and other securities carried at $25,620,084.25 in the above statement 
are deposited to secure public funds and for other purposes required or permitted bylaw. 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


\erimes committed; 


ability to fraud shall receive the 
chief emphasis. 

Lester A. Pratt, C.P.A., has com- 
piled a table showing the distribu- 
tion of 1,481 criminal cases in no- 
tional banks in which convictions 
were secured as reported by the 
Comptroller of the Currency for the 
16-year period from 1915 to 193i. 
(See page 34.) 

The table shows that bank officers 
in the small banks were responsible 
for a greater proportion of the 
in the larger 
banks, employees other than officers 
committed more crimes. 

A logical explanation can be given 
for the distribution of crimes shown 
by the statistics given. In the small 
banks, the officers actually perform 
more varied duties and exercise more 
complete control over operations. 
They are thus enabled to carry con- 
cealments and false entries through 
the whole cycle of the bank’s ac- 
counting records. Conversely, the 
division of duties which are neces- 
sary to handle the greater volume 
of activity in the larger banks keeps 
the officers from having uninter- 
rupted control over the operations. 
The criminal acts are, therefore, lo- 
calized in those parts of the bank’s 
operations where the opportunities 
are most conducive to the perpetra- 
tion of the acts and to their conceal- 
ment. 


Better Operational Checks 


The facts derived from the an- 
alysis of the above statistics show 
that attention must be given to es- 
tablishing more adequate checks on 
the operations of those employees 
who perform the functions proved 
to be the most vulnerable to fraud- 
ulent acts.. Twelve hundred of the 
1,481 cases included in the analysis 
pertain to these six positions: cash- 
ier, assistant cashier, president, 
teller, individual ledger bookkeeper, 
and savings ledger bookkeeper. If 
the note teller were also counted 
with this group, only 236 cases 
would remain. Of these, the trust 
officer and assistant trust officer ac- 
count for 47 cases, leaving 189 cases 
to be distributed among the remain- 
ing 11 positions given. Eliminating 
the trust department as extraneous 
to this study, emphasis will be placed 
on controls to prevent or detect 
fraud perpetrated by employees oc- 
cupying the six positions enumer- 
ated above. 

Mr. Pratt, who specializes in bank 
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audits, has made an additional 
study of actual cases of bank fraud. 
His study covered 1,144 bank em- 
bezzlement cases involving 210 
methods which differed in some re- 
spect from each other and included 
26 functional departments of banks. 
An analysis thereof reveals that 722 
cases, or 63 percent of the total, 
were perpetrated in four functional 
departments. Paying and receiving 
tellers were responsible for 285 
cases, representing 25 percent. The 
individual ledger department ranked 
second, with 183 cases, or_16_per- 
cent. Next came the savings depart- 
ment, accounting for 131 cases, or 
11 percent. The fourth department, 
loans and discounts, was responsible 
for 123 cases, another 11 percent. 

Since the activities of the indi- 
vidual ledger department and of the 
savings department are similar in 
nature, performing comparable func- 
tions relating to demand and time 
deposits, respectively, the cases of 
these two departments may be com- 
bined for the analysis under consid- 
eration. The two departments ac- 
count for 314 cases, representing_27 
percent of the total. At least 23 cases 
in the savings department are di- 
rectly attributable to savings tellers, 
so these cases might have been in- 
cluded in the category of paying and 
receiving tellers. At any rate, the 
two functions, that of paying and re- 
ceiving and that of individual ledger 
and savings departments, are respon- 
sible for 52 percent of the total 
cases. Furthermore, in small banks, 
the officers necessarily perform or 
assist in the performance of these 
functions. Crimes committed by of- 
ficers in the small banks, therefore, 
may often be attributed to these 
same two functions. 


Methods Used 


The most prevalent methods used 
in committing bank embezzlements 
are selected from Mr. Pratt’s an- 
alysis of cases referred to above. The 
most common methods are shown 
in the table on page 35. 

Aside from the outright theft of 
cash with no effort made to conceal 
the theft, almost every case of theft 
is hidden through some improper 
manipulation of the bank’s records. 
The period of concealment of fraud- 
ulent acts by bank employees seems 
to be growing longer. In the late 
1920s and early 1930s, the average 
period of concealment was reported 
to be five years. Recent surveys by 
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surety companies indicate that the 
average period of concealment of 
defalcations is now 12 years. This 
trend to longer concealments would 
indicate one of two conditions, per- 
haps a combination of both: (a) de- 
frauders are becoming more clever 
in their manipulations; or (b) banks 
are not tightening up their controls 
sufficiently to provide proper safe- 
guards against the perpetration of 
fraud. 

In many cases of bank fraud con- 
tinuing over a period of years, ulti- 
mate discovery of the fraud has been 
made by accident. This fact clearly 


signifies an inadequacy of controls 
generally in effect in banks to pre- 
vent or detect fraudulent manipula- 
tions. 

An analysis of the statistics pre- 
sented reveals that there are cer- 
tain vulnerable spots where fraud is 
most likely to occur in the routine 
operations of a bank. These vulner- 
able spots are: (a) paying and re- 
ceiving tellers; (b) individual ledger 
bookkeepers; (c) savings ledger 
bookkeepers or departments; and 
(d) bank officers. In many cases, the 
bank officers involved in fraudulent 
operations are found to be perform- 


Would It Help You In Any Way... 


... If every three months we mailed you a copy of our 
current “Security and Industry Survey” — a quarterly 
report on conditions in some 30 industries and the in- 
vestment outlook for 300 leading companies, classified 
so that you can tell which we regard as most attractive 
for any investment objectives? 


. . . If you regularly received the “Stock Appraisals” 
we prepare on more than 100 important companies — 
single-page reports, up-dated periodically to reflect cur- 
rent values? 


. . » If, as they came out, we sent you our special 
studies on various industries and the major companies 
that make them up — studies like our recent “Rail- 
roads”, “Chemicals”, or “Steel and Metals” ? 


... Or if you had at your service, a thoroughly qual- 
ified Securities Research Department — one you could 
always count on for specific answers on nearly any 
security .. . for an objective appraisal of any portfolio 
... for a sensible, well-rounded investment program in- 
volving any sum or situation? 


If you can see any possible use for these reports and 
services, just ask. They’re always available, without 
charge or obligation, if you simply write, phone, or wire 


Banking Department 96-A 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


70 PINE STREET NEW YORK 5, N. Y. 


Offices in 97 Cities 
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STRAIGHT AS THE CROW FLIES 
to TULELAKE or CALEXICO* 


Through its California-wide service (yours through 
one account in Los Angeles or San Francisco) Bank of 
America gives you direct routing to cities and towns 
throughout the state. This personalized service pre- 
serves the “human touch” in your correspondent 
relationships as well as providing speed and effi- 
ciency in the handling of California transactions. 


*The Northernmost and Southernmost California communities 
served by Bank of America branches. Over 300 other California 
communities have one or more Bank of America branches. 


Bank of America 


NATIONAL ASSOCIATION 


Bank of America Travelers Cheques 
are known the world over. 


Sell them to your customers. 


ing the additional duties of one or 
more of the first three functions 
enumerated. 

It seems quite evident that many 
losses could be prevented entirely or 
detected in their early stages if 
proper safeguards were used in the 
bank’s accounting procedure, espe- 
cially protecting those vulnerable 
points which prove to be the most 
susceptible to fraudulent acts. 

The outline given below shows the 
manner in which the suggested rem- 
edy will be developed in this series. 
1. Effective Internal Control 

(a) Personnel Controls 

(1) Division of duties 

(2) Rotation of employees 

(3) Mandatory vacations 

(4) Educating employees 
concering controls 
practiced 

(b) Accounting and Auditing 

Controls 

(1) Dovetailing accounting 
records 

(2) Restriction of charges 
to depositors’ ac- 
counts 

(3) Restrictions on. dor- 
mant accounts 

(4) Restrictions on access 
to records and ma- 
chines 

(5) Individual ledger trial 
balances 

(6) Verification of deposi- 
tors’ pass books 

(7) Reconciling correspon- 
dent banks’ state- 
ments 

(8) Proving outstanding of- 
ficial checks 

(9) Proving bank assets 

(10) Direct verification of 

balances 

(c) Inventory Procedure Con- 

trols 
(1) Verification tellers’ 
cash 
(2) Scrutiny of cash items 
(3) Dual control over vault 
cash and securities 


It’s wonderful to think we're all 
getting richer and richer by charg- 
ing each other more and more. 


A half truth is generally the 
worst half. 


What the modern home needs 
most is a family. 
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State Legislation Review 
(CONTINUED FROM PAGE 48) 


deemed a secured obligation if such 
other obligation is secured. Permits 
commercial banks to handle letters of 
credit within same limitations as now 
apply to 6 months’ sight drafts or bills 
of exchange arising out of shipments 
of goods. 

Connecticut No. 345. Authorizes 
savings banks and departments to in- 
vest up to 10% of assets in FHA and 
VA guaranteed loans on realty located 
anywhere in continental U. S., but pro- 
vides that such VA loans must be 60% 
guaranteed, not exceed $12,500 and 
have received prior VA approval. Per- 
mits appraisal of real state by 2 or 
more persons designated by governing 
board of savings bank or department 
making loan rather than by 2 persons, 
1 of whom shall be a director or 
trustee of the bank, but provides that 
neither appraiser may be one who ap- 
praised property for a government 
agency insuring or guaranteeing the 
loan. Permits savings bank or depart- 
ment to make additional advances on 
existing mortgage loans. 

Georgia No. 160. Provides that limi- 
tation on loans to one borrower shall 
not apply to purchases of commercial 
or business paper without recourse on 
holder or payee. 

Georgia No. 218. Limits total hold- 
ings of investment securities, other 
than obligations of or guaranteed by 
U. S. or Georgia, or its subdivisions. to 
50% of bank’s capital and surplus. 
Eases general 10%-of-capital-and-sur- 
plus limit on loans to one borrower to 
permit investment of 25% of capital 
and surplus in obligations of any one 
Georgia political subdivision. Provides 
that above limitation on total security 
holdings, and the 10% and 25% limita- 
tions on loan to one borrower, do not 
apply to banks having capital and sur- 
plus over $1 million. 

Hawaii No. 86. Permits savings de- 
partments to make loans, secured by 
pledge of life insurance policies, up to 
full amount of cash surrender value of 
policy. 

Indiana c.144. Provides that savings 
banks may make 12 month, 70%-fair- 
cash-market-value loans on tools, ma- 
chinery, and farm equipment, with 
money awaiting investment. 

Kansas H.B.141. Provides that loans 
upon bonded warehouse receipts shall 
be counted in computing limitation on 
loans to one borrower, where ware- 
houseman is borrower. 

Maine c¢.97. Provides that savings 
bank investments in equipment obliga- 
tions issued under Philadelphia plan, 
and secured by standard equipment 
leased to any steam railroad corpora- 
tion are no longer limited to corpora- 
tions whose mortgage bonds are eligi- 
ble for investment. 

Maine c.101. Authorizes savings 
banks to invest not*more than 5% of 
deposits in capital stocks of domestic 
fire insurance companies. 

Massachusetts c.94. Permits savings 
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MERGER, CONVERSION AND CONSOLIDATION 


The following 24 states enacted legislation complementing the 
National Bank Merger Act, 1950 P.L.706, to permit state banks to con- 
vert into national banks or to merge or consolidate with national banks 
under a national charter, without permission of any state authority: 


*Colo. H.B.120 
Conn. No. 87 
*Fla. H.B.228 
*Haw. No. 198 
*Ida. c.71 
Ind. c.116 
t*Ill. H.B. 655 
Me. c.242 


*Md. c.20 

Minn. c.99 

Mo. H.B.424, 425, 426 
Neb. L.B.358 

Nev. c.213 

N.H. c.182 

N.J. ¢c.41 
*N.M. c.37 


N.Y. ¢.830 
N.C. H.B.899 
O. S.B.236 
Okla. H.B.61 
*Ore. c.42, 338 
Pa. No. 26, 27 
Tenn. c.193 
*Utah S.B.65 
Vt. H.B.314 


+ Since this law would amend the Illinois Banking Act, the Illinois Constitution 
requires that it be ratified by the voters at the next general election in order to become 


effective. 


* These laws follow Model State Banking Code. 


banks to service G.I. mortgages which 
they purchase, as well as those which 
they originate. 

Massachusetts c.100. Permits trust 
companies and national banks to col- 
lect for account of savings banks, pay- 
ments due upon mortgage loans or 
other indebtedness. 

Massachusetts c.108. Permits savings 
banks to make agreements with any 
mortgagee or agent approved by board 
of investment to service mortgage 
loans acquired by purchase. Also re- 
quires not less than 2 members of 
board of investment of savings bank 
purchasing a mortgage to certify in 
writing their judgment of the then 
value of the premises mortgaged. 

New Hampshire c.201. Permits sav- 
ings banks, banking and trust com- 
panies, national banks, insurance com- 
panies or fraternal benefit societies to 
hold participation certificates in any 
real estate or timberland loan which 
is a legal investment for banks. 

New Hampshire c.328. Creates New 
Hampshire Business Development Cor- 
poration, under supervision of bank de- 
partment. Authorizes corporation to 
borrow from banks and insurance com- 
panies in order to make loans to en- 
courage new industry, etc. Makes 
corporation’s notes legal investments 
for banks and insurance companies. 
Subjects corporation to annual busi- 
ness corporation franchise fee. 

New Jersey c.165. Permits banks to 
participate with other lenders in mak- 
ing mortgage loans. Provides that only 
662/3% (rather than 75%) of prin- 
cipal balances owing be considered 
under law limiting total mortgage 
loans. 

New York c.377. Permits savings 
banks in computing losses to determine 
earnings, to use valuation reserves as 
charge-off against assets. 

New York c.558. Permits savings 
banks to invest on a nationwide basis 
in bonds and mortgages guaranteed un- 
der,G.I. Bill, rather than under §505a 
of t 

¥ork c.720; Provides that limi- 
tation on loans to one borrower shall 


not apply to loans guaranteed by U. S. 
or New York state or for which faith 
and credit or either are pledged. 
Pennsylviana 8.B.122. Permits sav- 
ings banks to invest in federally guar- 
anteed mortages on property more 
than 50 miles beyond state boundary; 
to invest in mortgages under Bankhead 
Farm Tenant Act; to invest up to 10% 
of surplus and unallocated reserves in 
stock of safe deposit companies, state 


_and national banks in Pennsylvania, but 


in not more than 10% of stock of any 
one bank; to lend on second mortgages 
on property on which they hold first 
mortgage provided that both mort- 
gages do not exceed 2/3 of actual value 
of property. 

Pennsylvania S.B.124. Provides that 
outstanding letters of credit shall not 
be taken into account in fixing limita- - 
tion on loans to one borrower. ° ’ 

Puerto Rico No. 209. Creates Puerto 
Rico Cooperative Bank, a government 
corporation, to provide credit facilities 
for development of cooperatives “for 
the purpose of stimulating production — 
and contributing towards the creation 
and development of markets.” 

West Virginia H.B.361. Provides that 
F.H.A. loans and investments may bear 
interest or be discounted at such rates 
as are permitted by National’Housing _ 
Act or regulations issued thereunder~, 


MERGER, CONVERSION, AND 
CONSOLIDATION 


California ¢.1190. Permits banks and 
trust companies to purchase all out- 
standing stock of any state or national 
bank in the state, in lieu of purchasing 
all of its assets. Requires immediate 
dissolution of bank. whose stock is pur- 
chased, and assuffiption of all its lia- 
bilities by purchasing bank. 

Montana c.175. Provides for con- 
solidation or merger of Montana cor- 
porations with other Montana corpo- 
rations or with corporations organized 
under laws of any other state. 

Nevada c.213. Permits national banks 
to merge or consolidate with state 
banks. 

See table above. 


Better Audits and Controls 


(CONTINUED FROM PAGE 52) 


credit and services at a fair cost to 
the people of our nation. Constant 
study and research,” he added, “will 
provide the methods and means to 
keep banking vigilant and alert to 
surmount the burdens imposed by 
rising price levels.” 

Reminiscences of an earlier day 
of bank auditing were brought to 
the convention by John D. Bainer, 
president of the Merchants National 
Bank & Trust Company of Meadville, 
Pennsylvania. Mr. Bainer, a former 
auditor and bank examiner, traced 
the growth in recognition of audit- 
ing’s importance and the beginnings 
of NABAC. 

“You now have,” he said, “a 
highly regarded international organ- 
ization with more than 4,400 mem- 
bers. Your aims and efforts are co- 
ordinated and augmented through 
the interlocking work of six districts 
and 132 conference groups. I think 
it highly significant that the value of 
your work and the scope of your 
efforts have attracted 83 non-bank 
members.” 


Know Your Costs 


Bank costs, subject of a manual 
recently published by the associa- 
tion, had a starred place on the pro- 
gram—in fact, an entire session was 
given over to this subject. A panel, 
which included members of the asso- 
ciation’s Bank Costs Committee, 
author of the manual, discussed the 
book with the aid of an ingenious 


chart, devised by Mr. Lichtfeldt, 
which provides a simple approach to 
explaining cost procedure in a bank. 

It was the consensus of the panel 
that the chief purpose of the com- 
putation of unit costs was to provide 
information on the cost of a cus- 
tomer service so that it can be prop- 
erly evaluated, that efficiency trends 
in the bank may be known, and that 
a common denominator be provided 
for comparing results of different 
cost periods. 

One reason there hasn’t been wider 
interest in cost accounting, it was 
said, is that too many bankers do 
not realize the many advantages to 
be gained by knowing their costs. 
Too many say that their manage- 
ment’s attitude is “So what.” This 
kind of thinking, the panel thought, 
is due to the fact that management 
does not fully realize the benefits to 
be gained from cost figures. Here 
are some of them: 

Control of internal operations 
by establishing personnel quotas 
through use of activity figures; a 
measure of the value of supervisory 
persons; an appraisal of alternative 
operating methods through the com- 
parison of costs in one bank or with 
another bank’s; budgeting of depart- 
mental expenses by per item rather 
than total functional cost, due to the 
fact that activity within a function 
can fluctuate; rating individual em- 
ployees on the basis of the number 
of items processed. 


Cost knowledge enables a bank to 
set up standards of procedure. It is 
also a tool of management, making 
possible a test of the effectiveness 
of bank functiions. It reveals, the 
panel brought out, what services or 
lines are to be emphasized, and, by 
the same token, which are not to be 
emphasized. It enables banks to 
determine rates for services. 


Other Subjects 


There was another panel on taxes, 
with special reference to the new 
revenue act; and on operating proce- 
dures. In addition, speakers discussed 
such a wide variety of topics as pro- 
tection of bank records and person- 
nel against bombing, bank insurance, 
personnel, and the business outlook. 

Also, Oliver S. Powell, member of 
the Federal Reserve Board, talked 
at the convention banquet on “Infla- 
tion Control: Banking Aspects,” and 
at the first session Lloyd B. Raisty, 
assistant vice-president of the Fed- 
eral Reserve Bank of Atlanta, dis- 
cussed inflation and defense. 

In the remainder of this article, as 
well as in its Methods and Ideas de- 
partment, BANKING prints abridge- 
ments of papers related to bank 
operating problems. 


Bank Insurance Coverage 


DONALD J. MACDONALD, assistant 
auditor, The Northern Trust Com- 
pany, Chicago. 


Our Defalcation Committee has 
149 cases, processed or on hand, 
(CONTINUED ON PAGE 110) 


President Allen opens the convention. Others in the picture are, l. to r., Messrs. Shepler, Chaney, Lichtfeldt, Ehrhardt, Rev. 
Toomey of Loyola University; Mayor deLessups Morrison of New Orleans, who welcomed the delegates; John D. Bainer, pres- 
ident,- Merchants National Bank & Trust Co., Meadville, Pa.; L. B. Raisty, Federal Reserve Bank of Atlanta; and Edward F. 
Lyle, City National Bank & Trust Co., Kansas City, Mo., and former NABAC president, who responded to the mayor’s address 
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7 This man is your local insurance agent. He is the one man 
who can provide you with adequate protection against loss . . . losses 

as that you cannot see or predict. 

d, No businessman can be completely certain that every one of his employes 
is trustworthy. No business is completely safe without the protection 
this man can give. 

“d Welcome this man when he calls. Consult him . . . your local insurance 

F. agent . . . today. Tomorrow could be too late. 


To obtain the name of your nearest U.S.F.&G. agent or for claim service 
in an emergency, call Western Union by number and ask for Operator 25. 


CONSULT YOUR INSURANCE 
AGENT OR BROKER AS YOU WOULD 
YOUR DOCTOR OR LAWYER 


United States Fidelity & Guaranty Company, Baltimore 3, Md. 
Fidelity & Guaranty Insurance Corporation, Baltimore 3, Md. 


Fidelity Insurance Company of Canada, Toronto 
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(CONTINUED FROM PAGE 108 
which roughly cover the 1948-50 pe- 
riod. These are not by any means all 
the cases for that period, but they 
totaled $7,065,000; and officers ac- 
counted for 56 cases with losses of 
$6,290,000 or 90 percent of the total. 
As you all know, 1951 will show a 
higher loss record than ever... . 

Loss from dishonesty is the big- 
gest problem in this field of bank 
insurance coverage, as it is in the 
banking business generally. .. . Ex- 
perience has proved that as controls 
increase, losses decrease, company 
premium profit increases, which in 


turn leads to lowered premiums and 
increased volume of business—the 
typical American cycle... . 

In recent years the national and 
supervisory authorities, the Surety 
Association, the A.B.A. Insurance 
and Protective Committee, and our 
own organization have been trying 
to hammer home the need for more 
realistic audits and controls. Due to 
all of our publicity and the news- 
paper record of losses there is an 
increasing amount of internal con- 
trols, but in too many instances they 
are used very haphazardly. A num- 
ber of the smaller banks make an 
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attempt at certain audits, but they 
shy away from any confirmation of 
assets and liabilities. I have met 
auditors who know what should be 
done, but are prevented from install- 
ing sufficient controls and making 
thorough audits by the operating 
officers to whom they had to report. 


Income Taxes 


T. W. Harris, assistant comp- 
troller, Central National Bank of 
Cleveland. 


C oncress has increased corpora- 
tion taxes twice within the last 14 
months, and is now [i.e., late Oc- 
tober] in process of imposing a third 
increase that will raise the combined 
rates for normal tax, surtax, and 
excess profits tax to 70 percent of 
income. 


In 1950 the net profit before taxes 
of all insured commercial banks was 
18 percent higher than in 1949. In- 
come taxes increased 31.6 percent 
although the higher tax rates and 
the excess profits tax are only par- 
tially reflected in the 1950 tax fig- 
ures. Net additions to capital from 
earnings increased only 14.3 percent. 
When the full impact of the three 
tax increases is felt, banks will find 
it almost impossible to make addi- 
tions to capital in amounts that are 
adequate to keep pace with the infla- 
tion of deposits. ... 

You don’t have to be an economist 
to foresee that a continuation of the 
present inflation, coupled with ex- 
orbitantly high tax rates, will dan- 
gerously weaken the capital struc- 
ture of our banking system. With 
steadily deteriorating capital ratios, 
many banks will find it necessary to 
secure new capital through sale of 
additional stock, but will also find a 
poor market for the sale of such 
stock because of the low yields which 
result from high taxes. Thus the 
very same forces that make new 
financing necessary also operate to 
obstruct it. 


Current Trend in Taxes 


C. Z. MEYER, comptroller, The 
First National Bank of Chicago. 


Our present tax rates are confis- 
catory. They are drying up the 
streams of investment capital. They 
are discouraging business expansion 
and preventing new enterprises from 
being started... . 

The excess profits tax has so 
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CENTRAY WaTIONAY Bank of CLEVELAND 
make Our gorels™ pivisio® 
Your pivisio® 
When our customer come to you for counsel 
on export or sport and you need 
qheit problem the Foreig™ 
pivisio® of Central x ation Bank will be glad 
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our pank money ordet gervic’- | 
You'll 04 that Central National’ | 
18 andine and that the 
men and women of its etait are ready assist 
you at all why »°* make it your Foreig™ 
pivisio™ 


cheapened the dollar and increased 
the advantages of spending that it 
has struck a serious blow at sound 
business judgment. If executive de- 
cisions are to be based upon the tax 
situation alone, rather than on good 
common sense, will it not lower the 
standards of business leadership 
throughout the country? Certainly 
at present, decisions based on the 
tax seem justified, particularly when 
expenditures are made for research, 
new product development, advertis- 
ing and pension. ... 

The Revenue Act of 1951 has one 
distinction—it is the worst tax bill 
we've ever had to contend with. 


Reserve for Bad Debts 


RICHARD C. HUELSMAN, vice-presi- 
dent and comptroller, Central Na- 
tional Bank of Cleveland. 


Wane the U. S. Treasury’s Mimeo- 
graph 6209 might be considered a 
moral victory for banks, it is un- 
realistic and impractical in many of 
its provisions. The moving average 
is a constructive procedure, but its 
effectiveness is materially reduced 
because of its limitation to a 20-year 
period. 

Experience shows no real need for 
a ceiling of three times the mov- 
ing average losses imposed by the 
Mimeograph. Past experience in con- 
centrations of losses would wipe out 
any reserve that might have seemed 
excessive in the past. In 1947 the 
Federal Reserve Board prepared a 
table showing that the ratio of losses 
from 1927 to 1946 was .8 percent 
for all member banks. In accordance 
with this table a ceiling of 13 times 
the annual moving average would be 
required to meet the concentration 
of losses in bad years. It is highly 
important that the ceiling be re- 
moved quickly so that banks can 
build adequate reserves while earn- 
ings are available. 

The situation seriously distorts 
the net earnings of figures of banks 
from the standpoint of reserves and 
losses, but even more so from the 
standpoint of income taxes. The 
Mimeograph is a step in the right 
direction—a recognition of losses on 
a “going concern” theory rather 
than a “liquidating” theory. How- 
ever, it appears to assume that bank 
losses will never again be substan- 
tial, and it fails to recognize that the 
longer the period of prosperity, the 
more poor assets are acquired by 
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banks, and that business builds a 
topheavy situation during prosper- 
ous years, a considerable portion of 
which gets into bank’s loan port- 
folios. 

Today’s loans are being made on 
the basis of present day inflated 
values which may later decline and 
expose the banks to serious losses. 
Banks have been entering new lend- 
ing fields, and, while this is desirable. 
bankers are wholly unfamiliar with 
techniques involved in these new 
fields and must learn from experi- 
ence. 

Here are the changes which should 


SEND— TO THE FIFTH THIRD 


Our extensive bank connections 
enable us to provide quick 


action on all collection items. 


tre FIFTH THIRD [JNION TRUST ce. 


CINCINNATI, OHIO 


Member 
FEDERAL RESERVE SYSTEM 


Member 
FEDERAL DEPOSIT INSURANCE CORP. 


be made in the regulation: (1) As 
business cycles do not run in a regu- 
lar number of years, the 20-year 
cycle should not be considered repre- 
sentative of business conditions; (2) 
the allowable amount of reserve to 
be established should be high enough 
to cover all but catastrophe losses; 
(3) there should be provisions for 
accelerating reserves when the bank 
examiner sets up loss and doubtful 
classifications in the examination of 
a bank’s loan portfolio which are 
larger than were anticipated at the 
time when the reserves were set 
aside. (PLEASE TURN PAGE) 
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Inadmissible Assets 
A. ELLIOTT PINKUS, assistant 


' comptroller, The National City Bank 
of New York. 


Lwapmissrete assets are defined in 
the excess profits tax law as stock 
in corporations and obligations on 
which the interest is fully or par- 
tially exempt from income tax. In- 
come from inadmissible assets is 
excluded from income subject to the 
excess profits tax. 

Under the World War II law, tax- 
payers were given the option to treat 


obligations on which the interest was 
fully or partially exempt as admis- 
sible assets if the interest from these 
obligations was included in excess 
profits tax net income. No such op- 
tion is granted in the current law, so 
that all partially exempt and fully 
exempt obligations held must now 
be classified as inadmissible assets. 
Certain inadmissible assets, such 
as stocks in the Federal Reserve 
Bank, a safe deposit company or the 
company owning the bank building, 
are required or permitted to be 
owned either by law or in the in- 
terest of the operation of the bank. 
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right next door! 
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Right next door, in Canada, there’s a market already 
buying over a billion dollars worth of U.S. products 

a year. Naturally a market of this size requires careful 
study. If your customers are interested in Canada, we 
can supply you with facts and figures they will require. 
For our Monthly Review, our brochures on “American 
Oil Interests Entering Canada” and “Canadian 

Taxes and Other Legislation,” or any specific 

information you wish about Canada, write to our general 


offices in Toronto. 


THE BANK OF NOVA SCOTIA 


Over 360 branches across Canada and abroad 


New York Office: 49 Wall Street 
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General Office: Toronto, Canada 


However, in its everyday operations 
the principal function of a bank is 
the investment of its funds in loans 
and bonds. Some of the funds in- 
vested have been and will be in loans 
to or bonds of states and municipali- 
ties as well as partially exempt 
bonds of the U. S. Government. 

Regardless of the fact that such 
investments have always been a reg- 
ular part of a bank’s business, the 
Congress, by passage of the excess 
profits tax law, has effectively said 
to bankers that ownership of in- 
admissible assets carries with it a 
penalty. The’ penalty, which may be 
light or severe depending upon cir- 
cumstances, is nevertheless imposed 
on banks which are pursuing their 
regular business of investing avail- 
able funds in the manner in which 
management considers in the best 
interests of the bank... . 

These penalties for increasing in- 
admissible assets can and should be 
weighed by each bank that is subject 
to excess profits tax. Investment 
policies are greatly influenced by 
taxes, and the extent of the tax 
effect is important to management. 


Wage Stabilization 


JOHN K. EWING, personnel officer, 
First National Bank of Minneapolis. 


Discussine the topic, “Bank Per- 
sonnel and Administration Under 
Government Control,” Mr. Ewing 
explained some of the intricacies of 
the wage stabilization law and its 
regulations, and answered questions. 

He emphasized that personnel ad- 
ministrators should be able to an- 
swer the employee’s question, “How 
can I get a raise?”’, and suggested 
that the reply was best given indi- 
vidually inasmuch as circumstances 
govern the answer. Department 
heads should be informed on the 
wage rules. 


* ‘Insufficient funds!’ Are you new 
around here?” 
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So Easy 
on the Operator... 


... because it was designed that way— 


Engineers designed the IBM Proof Machine to eliminate all unnecessary 
operator motion and lessen fatigue. 


Sitting in comfort, the operator has at her fingertips all the facilities 
needed for quick, accurate sorting, listing, proving and endorsing. 


She merely depresses a distribution key, records check amount on the 
fully-electric, ten-key adding keyboard and drops the check into the 
sorting chute. The machine automatically endorses the item and deposits 
it in the proper sorting receptacle . . . while at the same time, amounts 
are recorded on the proper one of 24 or 32 individual listing tapes and 
on the control tape. 


The easy, speedy operation of the IBM Proof Machine demonstrates its 
time-saving, money-saving efficiency for all banks large and small. 


INTERNATIONAL BUSINESS MACHINES 
590 Madison Avenue, New York 22, New York 
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In ACCOUNT WITH 


a JOHN DOE 


12 EAST 36TH STREET 


NEW YORK 16, N. Y. 


JOHN DOE 
12 EAST 36TH STREET 
NEW YORK 16, N.Y. 


DATE 


NO. CKS. PO. 


BALANCE 


BALANCE 


SERVICE CHARGE 
175.25 
PLEASE EXAMINE AT ONCE. IF NO ERROR IS 


REPORTED TO OUR AUDITOR IN 10 DAYS, THE 
ACCOUNT WILL BE CONSIDERED CORRECT. 


NUMBER OF 


NOV. 30 


DEPOSITS RETURNED 


~ “FINAL BALANCE 


*S2 175.25 


1 NUMBER OF 
CHECKS RETURNED. 


Statement sheet and stub used in “‘post-a-check”. 


Methods and Ideas 


(CONTINUED FROM PAGE 53) 


by posting directly on the check or 
deposit ticket was described by Hugh 
Fraser, Jr., vice-president and comp- 
troller, Citizens & Southern National 
Bank, Atlanta, and Alvin J. Vogel, 
vice-president, Central National 
Bank, Chicago. The C & S has a sys- 
tem now being used at that bank, 
while several Chicago institutions 
are planning to introduce a similar 
“post-a-check” plan. 

During the subsequent discussion 
of this novelty it was brought out 
that the general plan was still in the 
experimental stage and that some 
changes might have to be made. 

The following summary of the 
operation, which any front-feed ma- 
chine can handle, was provided by 
Mr. Vogel: 

The post-a-check plan is designed 
to eliminate ledger and/or state- 
ment sheets by posting on the check 
itself, thus reducing the amount of 
work involved. Instead of ledger 
and/or statement sheets being car- 
ried in trays, there are durable 
cards, about 4 x 10 inches. Fastened 
to the front of each is a transparent 
acetate pocket. Into this pocket at 
the start of the month would be 
placed the statement stub with latest 
balance from the previous month. 

The actual operation is quite sim- 
ple. After the checks are received 
from the proof department and fine 
sorted, they are placed in a conve- 
nient rack on the machine. If the 
first check happened to be in John 
Adams’ account, that check would 
be dropped into the slot and auto- 
matically guided to the proper post- 
ing position. Adams’ card in the tray 
would be located (the signature 
would be paid at the same time, as 
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NOV. 30 
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RECONCILEMENT OF ACCOUNT 


CHECKS OUTSTANDING 
AMOUNT 


* 


Reverse side of 
the statement 
sheet showing the 
reconcilement 
form 


* 


TO PROVE THE BALANCE AS SHOWN 
ON YOUR STATEMENT: 
Sort the checks numerically er by date issued. 


equent to st 
total the balan. as show y the tement 
should agree. and if se, the statement rendered 


DEPOSITS 
NOT 
CREDITED 


DEPOSITS INSURED sy 


THE FEDERAL CORPORATION 


pace 


$10.000.00 For cach $10,000.00 


the card also contains the custom- 
er’s signature) and his balance put 
into the machine, which would print 
in black at the left end of the check 
just below the dollar line. 

The amount of the check would 
then be recorded and printed in red 
slightly to the right, together with 
the word “Paid” and the date in 
black. The balance would be printed 
in black at the right end of the 
check. Then the check would be 
lifted out of the slot and placed in 
the acetate pocket on the front of 
Adams’ card, and also in front of 
the stub. After this is done the old 
balance would be picked up again 
for the zero proof. 

The check, now resting in the 
pocket, would show the latest bal- 
ance, and as each additional check 
was paid or each deposit credited, 
the latest instrument would occupy 
the front of the slip and show the 
latest balance. The credits are posted 
in the same manner as the check, 
along the left side, and are inserted 
automatically in the machine. 

At the end of the month, or at 
the end of the cycle period, a small 
statement sheet is placed in the ma- 
chine as a check or deposit, and on 
it would be recorded the latest bal- 
ance, minus service charges and new 


balance. In this operation the ma- 
chine sub-totals the balance on the 
statement and is automatically to- 
taled out on the stub which is re- 
moved and placed in the folder for 
the beginning of the new posting 
period. 

The checks and deposits are pho- 
tographed and either mailed or held 
for the customer. The film then be- 
comes the ledger record. 

The Citizens & Southern Bank 
process is the same as to posting 
of the checks and deposits. 

At the month-end they list all 
the checks and deposits on a state- 
ment. Eventually, they will have 20 
controls and will balance and close 
out one control a day. For audit 
control a bookkeeper will be as- 
signed to the auditing department. 
She will do the listing of checks and 
deposits on the statement, and the 
balancing and mailing under the 
supervision of the auditing depart- 
ment. 


Forms Control 


STABLISHMENT of a functional 

file of forms under a central 
authority, with a continual review 
of the forms and the procedures 
surrounding them, will pay big divi- 

(CONTINUED ON PAGE 116) 
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American-Standard 


First in heating...first in plumbing 


NICE BUSINESS 


and you can get 
more of it! 


The market for Home Improvement 


Loans was never greater... 


@ The opportunity to make loans for the purchase and installa- 
tion of such home improvements as heating and plumbing is tre- 
mendous. Fully half of the homes in your community are pros- 
pects for something new. 


By working with and through heating and plumbing retailers 
who feature the American-Standard line, you can get a big share 
of this profitable business. For these retailers are emphasizing 
the advantages of TIME PAYMENTS. 


With window streamers, posters and special cooperative news- 
paper ads, alert stores are telling homeowners that now is the 
time to modernize and that purchases can be made for only 10% 
down and on terms up to 36 months! 


If you’d like to handle the paper for such loans, we suggest 
that you talk to the retailers in your community who handle the 
American-Standard line. American Radiator & Standard Sani- 
tary Corporation, P. O. Box 1226, Pittsburgh 30, Pa. 
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(CONTINUED FROM PAGE 114) 
dends, not only in saving of man- 
hours but in expediting work, in 
providing greater accuracy and in 
lowering costs, Herbert R. Corey, 
assistant comptroller of The First 
National Bank of Boston, told the 
convention. 

Here is an abridgment of his 
remarks: 

Alert management has learned 
from experience that money spent 
on efficiently designed forms is re- 
turned many times over in greater 
production and in reduced over-all 
costs. The price of the printed forms 


is but a small part of these costs. 
The cost of forms therefore should 
not be primarily thought of in terms 
of the dollars and cents and the 
man-hours expended in completing 
and recording the related business 
transactions. 

What should we do in laying out 
a forms control program? 

First, and of utmost importance, 
is to centralize the responsibility for 
your forms with one person or de- 
partment. This person or depart- 
ment should be charged with the 
duty of establishing functional and 
physical standards covering the de- 


MUTUAL INVESTMENT FUNDS 
MUTUAL 
pfhwestors STOCK FUND 
SELECTIVE FUND 
FACE-AMOUNT CERTIFICATE COMPANY 


Lives (O75 SYNDICATE OF AMERICA 


Prospectuses of these companies available at offices 
in 148 principal cities of the United States or from 
the national distributor and investment manager. 


CKooestors DIVERSIFIED SERVICES, INC. 


Established 1894 
MINNEAPOLIS 2, MINNESOTA 


Member Federal Deposit Insurance Corporation 
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The National Sh awmut Bank 


40 WATER STREET, BOSTON 


SSSSISS 


19 of America’s 25 Largest 
Businesses are Shawmut Customers* 


Capital and Surplus $30,000,000 
Based on Sales Reported by Moody's Manual. 


sign of forms, to insure uniformity, 
accuracy, completeness, economy 
and the full utilization of work- 
simplification principles. 

This central authority on forms 
control should also conduct a survey 
t» determine the purpose of each 
current or proposed form; and it 
should analyze its findings in the 
light of man-hours, clerical effort, 
machine time, and office space re- 
quired in handling the forms. If this 
is done the central authority will be 
in a position to recommend the con- 
sclidation of certain forms in in- 
stances of ‘parallel or overlapping 
functions and the elimination of 
others when they are found to be 
non-essential. Of greater impor- 
tance, the central authority will find 
many cases where revisions in the 
remaining forms and the operations 
in which they are invoked will result 
in savings of many man-hours. 

To carry out a successful forms 
control program the central author- 
itv on forms should maintain a 
forms control file which should con- 
tain samples of each form, together 
with specifications for their print- 
ing. This file should be set up on a 
functional basis: each form should 
be classified by its principal function 
and filed in a separate folder under 
that functional title. The purpose is 
to bring together all forms perform- 
ing the same function so that they 
can be standardized in wording, de- 
sign, size, paper quality, etc., so that 
they can be studied to determine 
which can be combined, elimi:ated 
or improved. ... 

Some of the factors the central 
authority or forms analyst must con- 
sider in reviewing forms are: Physi- 
cal—weight, quality of paper, size, 
style of type, wording, punching, 
scoring, tabbing, spacing, number- 


“It’s a natural! When the account gets 
low this checkbook shows a red light” 
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ing, etc.; and functional—design of 
form (properly designed forms serve 
as a means of getting work done 
promptly and accurately at a mini- 
mum cost in man-hours). In design- 
ing forms the analyst must study 
the entire operation in which the 
form is to be used. (Before any form 
is reordered in The First National 
Bank of Boston, its actual users are 
consulted for suggested improve- 
ments.) 

Once the forms analyst gets into 
the functional use of forms he be- 
comes a methods analyst as well, 
for he must apply work simplifica- 
tion techniques to every phase of 
the operation surrounding the form 
in an effort to reduce costs. He must 
analyze each step of the operation 
by applying the following or a simi- 
lar work simplification formula: 

(1) What is being done in this 
step of the operation, and why is it 
being done? (2) Where is it being 
done and why is it being done there? 
(3) When is it being done and why 
is it being done then? (4) Who 
is doing it and why? (5) How is it 
being done and why is it being done 
that way? 


If We're Bombed 


AROLD E. RANDALL, vice-presi- 

dent and comptroller of The 
First National Bank of Boston, pre- 
sented a detailed report on measures 
taken by his and other banks in that 
city to safeguard records and per- 
sonnel in the event of a bombing. 
Here are excerpts from his talk: 

Inasmuch as the vaults are re- 
garded as the safest place, banks 
should consider placing more records 
within the vaults than heretofore, 
he said. A study of the available 
vault space, method of filing, equip- 
ment in use, etc., may point out 
possible changes that will permit 
better utilization of this valuable 
space. Perhaps the elimination of 
tellers’ trucks and the substitution 
of individual safes in the tellers’ 
cages for the storage of coin will 
save space... 

The backbone of our protection of 
records program is the duplication 
of all vital records that can be kept 
in the vault. We go even further and 
duplicate some of the records that 
are kept in the vault, as an extra 
protection. 

Where are you going to keep the 
duplicate records? They ought to be 
removed to another spot, not a tar- 
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get area, reasonably distant from 
the bank and not unreasonably 
costly. They needn’t be placed in a 
bombproof vault, but kept reason- 
ably fireproof. [The Boston clear- 
inghouse banks are using a western 
Massachusetts warehouse, 130 miles 
from the city, protected by a sprin- 
kler system.]... 

Most banks have found that micro- 
filming is the quickest and least ex- 
pensive way of duplicating, although 
in many cases extra or carbon copies 
will do. 


* * 


Premiums for Thrift 


ips FRANKLIN NATIONAL BANK 
of Franklin Square, New York, 
is stimulating thrift and business 
by offering premiums for new ac- 
counts. “Premiums” means pressure 
cookers, pens, cameras and other 
household or personal articles. 

In a copyrighted folder announc- 
ing the plan President Arthur T-. 
Roth said that during the next four 
months “most of the money we 
would normally spend for adver- 
tising will be distributed in the form 
of ThriftAwards to you and other 
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B. F. Goodrich Flooring Product 


ASPHALT 
TILE- beautiful, durable, easy to 


clean—on, above or below grade. 


others include: ARRAFLOR 
(Vinyl Plastic Asbestos Tile) 


Rubber Thresholds 
Rubber Stair Treads 
Molded Rubber Cove Base 


and waxes, cements 
and cleaners 


For one of the best investments 
you can make for 1952, investigate 
today the unlimited possibilities of 
B. F. Goodrich Flooring Products 
—not only for your bank, but to 
protect any investments you might 
have in any type of buildings. One of 
these premium products is “Hood” 
Rubber Tile (shown in photograph 
above) —a tile for a lifetime of 
extra wear, beauty, ease of mainte- 
nance, comfort and quiet. Be sure 
for 1952 — write today for details. 


YEARS OF BETTER FLOORING FROM YEARS OF BETTER RESEARCH 


BF 


Flooring Division 
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friends who participate in this pro- 
gram.” 

“All you have to do,” he ex- 
plained, “is to introduce us to your 
friends and neighbors who, you feel, 
would like to open new savings ac- 
counts. You simply fill out the en- 
closed introduction cards and dis- 
tribute them. That’s all there is to 
it. 

“Then, when five or more new 
ThriftAwards Savings Accounts 
have been opened with your signed 
introduction cards, you will receive 
your choice of the awards shown on 
the inside of this folder. 


“And that’s not all. As an extra 
bonus, we are offering special 
monthly awards to the person re- 
sponsible for introducing the most 
ThriftAwards Savings Accounts 
during each month of the program. 
Also, one lucky couple will enjoy 
our grand ThriftAward—a week’s 
vacation for two to Bermuda... .” 

For five new accounts the bank 
gives a lighter, a pen and pencil, or 
some stainless steel. For 30 there’s 
a choice of an electric roaster, a 
kitchen mixer, or a watch. Other 
awards are made for smaller totals. 
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5th & Spring Sts. 
Los Angeles 
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world. 
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These dates in the history of America’s 
insurance business mark the founding of a 
company which serves the public today. In 
the years that followed, each company became 
a member of the London & Lancashire Group 
— an organization of strength and depend- 
ability serving policyholders throughout the 


London & Lancashire 


Member 
Federal Deposit 
Insurance Corp. 


Significant Dates 


in Insurance History 


GROUP 


THE LONDON & LANCASHIRE INSURANCE COMPANY, LID. © ORIENT INSURANCE COM- 


PANY © LAW UNION & ROCK INSURANCE COMPANY, LID. © SAFEGUARD INSURANCE 
COMPANY OF NEW YORK 


° STANDARD MARINE INSURANCE COMPANY, LTD. 


LONDON & LANCASHIRE INDEMNITY COMPANY OF AMERICA 


An incentive savings display at The 
Florida National Bank of Jacksonville 


Promoting Purpose Saving 


HE FLORIDA NATIONAL BANK of 

Jacksonville reports on a suc- 
cessful promotion of purpose sav- 
ing. 

About six months ago, says Pres- 
ident H. C. Eberts, the bank chose 
“Save for a Definite Purpose” as 
the theme of its savings department 
advertising, and mapped out a pro- 
gram for providing the public with 
thrift incentives. In the lobby of 
the savings department it set aside 
an area in which appliance dealers 
could display their merchandise. 

On goods thus shown the bank 
put a placard stating the amount 
of the down payment necessary to 
finance the article. This, of course, 
was the sum to be saved. The card 
went on to describe the method of 
financing the remainder—amount 
and number of the payments that 
could be handled through the bank’s 
personal loan and finance depart- 
ment. 

“This has received wide accept- 
ance in our area,’ Mr. Eberts 
writes. “The International Harvester 
Company was so pleased with the 
results that it included a picture of 
a display in its ‘Refrigeration 
News,’ which went to all employees 
and dealers.” 


Acrostic Ads 


ERCANTILE TRUST & SAVINGS 
BANK of Quincy, Illinois, has 
been scoring a smash hit, reports 
President John S. Sieckmann, with 
_acrostic advertisements. 
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The copy is so framed that the 
first letters of each line spell out a 
special message. Sometimes they’re 
more complicated, containing an 
acrostic in the last line, too; or 
maybe one will be put in the middle. 

The method has developed a 
reader interest that is “truly amaz- 
ing,” Mr, Sieckmann says. The ads 
are eagerly sought in the local 
paper; some folks say they look for 
them as avidly as for the crossword 
puzzles. Others clip them. 

Mr. Sieckmann admits that the 
technique is rather difficult: ‘“Ob- 
viously, it is not easy to produce 
copy that ties into the acrostic with- 
out a limp in any line and yet pro- 
duce a type of message that is dis- 
tinctive and makes an impact upon 
the reader. 

“Perhaps I might say that I have 
avoided stereotyped copy and have 
employed subjects of human inter- 
est and appeal. For commemorative 
days, for instance, I write philo- 
sophical rather than commercial 
messages; and the resultant com- 
ment has convinced me that such 
copy, without any references to use 
of such phrases as ‘open an account,’ 
‘this friendly bank,’ etc., has more 
pulling power than the ordinary ap- 
peal for business. 

“It goes without saying that 
acrostic copy must be prepared 
ahead. I have now produced over 
300 ads. I think I have developed 
a hobby for my leisure evening 
hours that is distinctly useful, as 
well as enjoyable, although a heavy 
leverage on brain cells at times!” 

Each ad appears in an octagonal 
box. The bank’s name is worked out 
in an art style and the acrostic al- 
ways appears in block letters. 

JOHN L. COOLEY 


One of Banker Sieckmann’s acrostic ads, 
with a seasonal slant 


IAF) ow that the old year has passed into history, we wish to 


BG ovr benking and ow service, we hope, will be twin companions in ‘$1. As wo 
mbark upon new year, may it bring you many pleasant houm, 
A bundant prosperity deeper tnendships, good health, and o 
R ealizanon of your fondest hopes. and may we help to make them come tren. 
Listen te “Mr. President” every Sunday, 6:30 P.M. WEEN 
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H-H-M UNDER-COUNTER WORK 


(Metal roll-tops are optional) 


You can serve more people faster with H-H-M Under- 
Counter Work. It frees tellers from walking, waiting and 
searching delays. It puts supplies, machines and money at tellers’ 
finger-tips. Supply cabinets have adjustable shelves to assure 
efficient storage. You choose your own cash drawer and record 
filing arrangements. You locate machines, machine pedestals and 
record safes to suit your work space. All of these advantages are 
provided economically by a complete line of standard units for 
new or remodeling jobs. Custom-built units can be made at 
reasonable cost to meet unusual conditions. 


Ask for a copy of. our folder, “Improve Over-Counter 
Service.” You'll also find helpful ideas in our “Guide For Plan- 
ning Bank Vaults,” and in our data on... Drive-In and Walk-Up 
Banking . . . and, 24-Hour and Night Depositories. Write Today. 


Sate Co, 


HAMILTON, OHIO 


Craftsmen in .. . Safes Insulated Record Files Vault Doors 


Money 
Chests @ Rotary Record Files @ Steel Storage Files © Bank Vault Equipment 


Drive-in Windows Depos 
Steel Hospital and Building Products 


itories @ Under-Counter Work ® Stainless 


119 


j 
ALL 
| 
| ov ving 
te 
| 
>= | — i 
le 
: 
of hb 
: 
haw 
4 
se 
de 
| 
nk 
nt 
to 
se, 
d 
of 
int | 
lat 
| 
pt- 
ts Convenient Reak 
er 
he 
of 
“11 SS 
xtend warmest thanks to our friends for their patronage and goed 
W) ill se generously bestowed during another eventful year 
Vv 


Recorde 
worth heaping ate 


woth 


FAST SERVICE— ANYWHERE 
23 BURROUGHS PROCESSING CENTERS... FROM COAST TO COAST 


Atlanta Detroit Pittsburgh 

Boston Houston Portland, Oregon 
Buffalo Kansas City Seattle 

Chicago Los Angeles St. Louis 
Cincinnati Minneapolis San Antonio 
Cleveland New Orleans San Francisco 
Dallas New York City Washington, D. C. 
Denver Philadelphia 


Skilled mechanical service, on your premises from 583 Burroughs service centers. 
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High-speed recorder. Three reduction ratios 
available. Photographs fronts and backs of 
documents side by side on 16.mm. film, or 
at the flick of a switch, converts to 8 mm. 
photography of fronts only up one side of 
the film and down the other. 


Simple-to-use reader. Projects clear images 
of original size or, in some cases, larger. 
Combines facsimile printer. Easily operated 


IMPORTANT NAMES IW MICROF 
0 


Bell « Howell 


Burroughs 
MANUFACTURER 


DISTRIBUTOR 


Possibly there are records in your bank that are 
expendable. Perhaps there are others, too, that 
could be replaced if necessary. But what about 
your vital documents . . . those that affect the 
asset and liability position of your business... 
that affect depositor’s claims, stockholders and 
employees? If they were destroyed or hopelessly 
damaged, what then? 


Increasing your present use of microfilm to the 
extent of recording a// your most valuable docu- 
ments is the surest and best safeguard against 


from a sitting position. 


any such occurrence. Microfilming is fast, eco- 
nomical and convenient . . . especially if it’s 
Burroughs microfilming. 


Your Burroughs representative will gladly show 
you how quickly and inexpensively you can 
reproduce your records with microfilm equip- 
ment made by Bell & Howell, leaders in the field 
of fine photography. Also, ask him for the new 
booklet “Safeguarding Vital Records with 
Burroughs Microfilming,” which presents a defi- 
nite procedure for reproducing your records. 


4 
WHEREVER THERE’S BUSINESS THERE’S Burroughs 
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Regardless of rental credits or offers of temporary free 
maintenance 


DO NOT BUY 
A MICROFILMING 
CAMERA... 


IF IT 1S OUT-OF-DATE, LACKING EYE-LEVEL DELIVERY, PHOTO- 
ELECTRIC TRIP AND OTHER ESSENTIAL MODERN FEATURES 
YOUR OPERATORS NEED 


IF IT IS SECOND-HAND, BEAT UP OR WORN OUT BY YOUR OWN OR OTHERS’ USE 


SHOULD you decide after all these years, (and we think 
you should,) to quit accumulating rent receipts for micro- 
filming cameras and readers and purehase your own, be sure 
the equipment you buy is new and not obsolete! 


Get the facts first. Remember: it was Diebold’s entrance 
into the microfilm field with its “idea-full” Flofilm line that 
forced others to alter long-accepted policies and designs. 


You owe it to your institution to make the best buy possible. 
Mail the coupon and get our offer before you make a decision. 


Diebold 


Branches in: 
Diebold, Incorporated. ; 
Suite 2165, 45 Rockefeller Plaza 
New York, N. Y. 


ATLANTA * BALTIMORE * BOSTON 
BUFFALO * CANTON * CHARLOTTE 
You are right. Before we buy any microfilm | 
: equipment we need your story in detail. Give : DALLAS * DENVER °* DETROIT 
' us the facts for comparison, please. : HARTFORD * HOUSTON * INDIANAPOLIS 
4 > KANSAS CITY * LOS ANGELES * MIAMI 
; Company MILWAUKEE * NASHVILLE * NEWARK 
: NEW ORLEANS * NEW YORK 
PHILADELPHIA * PITTSBURGH 
Individual ; SAN FRANCISCO * SEATTLE * ST. LOUIS 
ST.PAUL * TOLEDO * WASHINGTON, D.C. 


Address ........ 


Reel Banks 


(CONTINUED FROM PAGE 55) 


ered usually with a sign bearing a 
name made up for the purpose. 

Such signs afford the sign depart- 
ment opportunity for a favorite stu- 
dio gag, use of fellow workers’ names 
on signs. 

When lettering bank doors, win- 
dows and tellers’ cages, sign men 
frequently use names of workers on 
the set. The bank “president” may 
be a studio carpenter, the “board of 
directors” an electrician, “grip,” 
camera man and prop man, and 
“tellers” a hair dresser, make-up 
man, sound man, and painter. 

Thus, legal headaches that might 
develop from use of outside names 
are avoided. Trouble is something the 
movie people don’t want, so even the 
money used is approved by Govern- 
ment officials before being photo- 
graphed. 


No Bank Money Used 


Warner Brothers recently used a 
Bank of America branch for loca- 
tion shots in Highway 101. The bank 
was handy, being right across the 
street from the studio, but the stu- 
dio had to furnish its own money, 
approved by the Federal Bureau of 
Investigation. 

The scenes being shot were for 
a bank robbery sequence, so the 
robbers stole studio money. 

Bank robberies figure frequently 
in movies, doubtless to the discom- 
fiture of real bankers. However, as 
not always happens in real life, the 
criminals are invariably caught and 
punished. The Johnston office code 
insists that crime always must be 
punished before the end of the last 
reel. 

The excitement of a bank robbery 
is a natural for the screen writer 
wanting a thrill-packed script, which 
explains why more bank robberies 
have taken place in Hollywood’s stu- 
dios than any place in the world. 

Banks figure in miany historical 
productions, too, to give substan- 
tiality and transition to the back- 
grounds used. A recent example is 
Columbia’s Santa Fe, starring Ran- 
dolph Scott. To establish that the 
coming of the railroad had made a 
rough and ready camp into a solid, 
thriving community, a key scene 
was played before a bank exterior. 

Bank scenes are used also to es- 
tablish the character of an actor. 
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A brief scene wherein the actor con- 
fers with his banker quickly shows 
whether his credit is good or bad, 
and by inference, his community 
standing. 

Or, an actor may play a banker 
to establish his character as a man 
of affluence. In Warner Brothers’ 
Painting the Clouds with Sunshine, 
the scripters, wishing to portray 
Tom Conway as a wealthy man, 
made him board chairman of a large 
Boston banking firm. 

Of course, not all movie bankers 
move in high financial circles. In 
U-I’s Francis pictures, Charles Mer- 
edith plays a small town banker. 
Donald O’Connor is a teller in Mer- 
edith’s bank, whom Meredith finally 
has to discharge because of the repu- 
tation for lack of veracity O’Connor 
gets around town by claiming to own 
a talking mule. 

One problem, no doubt, never 
faced by a real banker. 

There are also bankers without 
banks, in the movies, as was Leon 
Ames in On Moonlight Bay. Ames 
had a leading role in the film, a 
banker in a small Indiana town, but 
none of his scenes required him to 
be shown in the bank. Thus, he truly 
became a banker without a bank. 

On Moonlight Bay, however, was 
the occasion of one of those start- 
ling coincidences that pop up in pic- 
ture making. When Ames finished 
reading the script, he exclaimed: 

“Why, the man I am to play could 
be my own dad!” 

Amazingly, Ames, senior, was also 
a banker in a small Indiana town 


Leon Ames as a small town banker in 
Indiana, with Rosemary De Camp 
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DEPOSITORS SAY: 


HERE'S WHAT 
WE WANT IN A 


CHECK BOOK 
COVER...” 


1. Handsome, well-tailored appearance. 
2. Easy insertion of check fillers. 


3. No “bumps”; flexible back permitting check to lie flat 
for writing. 


4. Convenient pocket for passbook or deposit slips. 
5. Flat folding; no pocket bulge. 


DURA-GRIP 


ts the anawer on every count 


1. DURA-GRIP covers are rich as fine 
leather and come in seven rich colors. 
Distinctive rolled edges with all the 
character of tailored tooling. Takes 


3. Exclusive one piece construction. No 
pasting or stitching to come loose or 
add bulk; no padding. Perfectly flat 
writing surface. 


or gold stamping beauti- 4. 
ully. ‘pos pos 
ceipts. (Matching passbooks ar 1- 
2. The patented* DURA-GRIP clip able.) ih sermons 
makes insertion of fillers simple, 5. Barely thicker than the filler; smooth 


holds the filler firmly. asa 


ne wallet and just as handsome. 


Plus.. , real economy. Made of Duralex, a material built like a cord 

tire from tough rubber and finest cotton fibre, DURA-GRIP 
covers wear and wear. First cost is low . . . extra durability reduces replace- 
ments. Write or wire for samples. 


SEVEN 
COLORS 


DURA-GRIP 
CLIP 


POCKET FOR PASS BOOK AND RECEIPTS 


DISTRIBUTED by: 


BUSHONG COMPANY, Portiand, Oregon 

CLARKE & COURTS, Houston, Beaumont, Dallas, Galveston and Harlingen, Texas; Lafayette, Lo. 

H. S. CROCKER CO. INC., Los Angeles and San Francisco, Colif. 

DENNISON & SONS, Long Island City, N. Y.; Philadelphia, Pa.; Boston, Mass.; Miami, Florida 

THE IRWIN HODSON CO., Portland, Oregon 

NORTH PACIFIC BANK NOTE CO., Seattle and Tacoma, Wash. 

OGDEN LITHOGRAPHING CO., Ogden, Utah 

PROTECTU BANK NOTE, CORP., Chicago, III. 

ROCKY MOUNTAIN BANK NOTE CO., Sait Lake City, Utah; Denver and Pueblo, Colo.; El Paso, Texas 

SCHWABACHER-FREY CO., San Francisco, Calif. 

SOUTHWESTERN STATIONERY & BANK SUPPLY, Okiahoma City, Lawton and Ponca City, Okla.; 
ichita, Kansas; Joplin, Mo.; Amarillo, Texas 

SPOKANE LITHOGRAPHING CO., Spokane, Washington 

STAFFORD-LOWDON, Fort Worth, Texas 

WESTERN LITHOGRAPH CO., Los Angeles, Calif. 


Patent No. 2488823 


COAST BOOK COVER COMPANY 


810 East Third Street, Los Angeles 54, California 
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during the early 1900s, the very role 
his son was to play. 

‘ Ames, therefore, copied his fa- 
ther’s mannerisms, clothes, mus- 
tache, and other characteristics. He 
furnished the wardrobe and make- 
up departments with photographs of 
the elder Ames, and, when shooting 
began, was made up to resemble his 
father as he looked back in the pe- 
riod of World War I. 

The actor told friends he had 
never been happier with a role, that 
it was like reliving his life. Ames’ 
characterization is probably the 


most accurate banker portrayal in 
any moving picture up to this time. 


Ex-Bankers as Actors 


However, there are numerous 
other motion picture actors who 
could offer precedent if cast to play 
bank roles. Walter Pidgeon, one of 
Hollywood’s greatest dramatic stars, 
was once a. bank messenger in Bos- 
ton. 

Robert Young was working in a 
southern California bank until he 
left to become an actor. Ray Bolger, 
however, left banking circles by re- 


Insure Security / 
with EXPANDING MAILERS , 


Designed to carry a “full load’ 


You save registry fees, postage, and time too. 


EXTRA STRONG KRAFT PAPER 


HEAVILY GUMMED FLAPS and SEAMS 


EXPERTLY CONSTRUCTED 


Ideal to use when mailing: 


@ Bulky transit items 
@ Stocks and bonds 


@ Defense Bond record cards 


@ All valuable papers 
WRITE FOR SAMPLES 


CURTIS 1000 INC. 


HARTFORD 6 CONN 


CLEVELAND 14 OHIO ATLANTA, GEORGIA 


ST. PAUL 4, MINN 


HOUSTON 3, TEXAS 


NEW. ..a PAYMENT COUPON BOOK 
which reproduces 
Perforations as Legible as Printing 


@ More error-free postings per hour. 


Less eye-strain per day. 


5/16” figures so outstanding 
that they are easily read at 
14 feet. 


@ Perfect identification of mail pay- 


ments. Faster personal service. 


@ More exact payments. Less follow- 


up costs and annoyances. 


@ Applicable to any account set-up. 


No supply problem. Less costs. 


Many of the best 
known Banking Names 
in the Time Credit 
Field have adopted 
this ultra-modern Pay- 
ment Book on sight. 


Only by seeing this new book can you appreciate its 
legibility, flexibility and waste-reducing features. We 
invite you to write for an assortment of samples, per- 
forated with amounts, dates and account classifications, 
No cost. No obligation. Write today. 


ALLISON COUPON COMPANY, INC. 


INDIANAPOLIS 6, INDIANA 


quest. It seems the bank manager 
objected to his dancing in the bank’s 
corridors when not busy accepting 
deposits and cashing checks. 

Leading man Bruce Kellogg and 
cowboy star Don “Red” Barry are 
also former bank employees. 

Bank employees in Hollywood, 
particularly bank officers, often come 
in contact with the studios. Local 
banks cooperate in furnishing pro- 
duction advice and facilities to all 
the movie companies. 

The Bank of America recently 
loaned an entire bank vault to 
Paramount Pictures for use in Rage 
of the Vulture. 

United Artists received a similar 
courtesy from the California Bank, 
when a branch was used in Gun 
Crazy, starring John Dall and Peggy 
Cummins. 

A sign changing the institution’s 
name to the “Rangers and Growers 
Bank” was placed over its entrance, 
but sharp-eyed movie fans will catch 
a glimpse of the bank’s true name on 
its windows, in the long shots. 

An instance of a bank being used 
for location work, in which the ac- 
tual name of the bank was used, oc- 
curred in Universal-International’s 
Bright Victory, story of the rehabili- 
tation of blind veterans at the Val- 
ley Forge Hospital, Valley Forge, 
Pennsylvania. 

An actual phase of the veterans’ 
rehabilitation is their being taught 
to cash checks and handle their own 
banking business. Therefore, one of 
the important scenes in Bright Vic- 
tory shows Star Arthur Kennedy 
cashing a check in a bank near the 
hospital. 

The bank is the Farmers and Mer- 
chants-National Bank of Phoenix- 
ville, Pennsylvania. 

Though all banking scenes in 
Bright Victory were shot on loca- 
tion, the Phoenixville bank could 
have been reproduced in exact de- 
tail on a Hollywood sound stage for 
later shots. This method is common 
practice. 

Another interesting fact the 
policy of not shooting scenes in 
chronological order. Thus, an actor 
may be photographed inside a bank, 
one day, and three weeks later, be 
photographed entering the bank. 

Also, if a bank sequence is being 
shot entirely on the “lot,” the movie 
bank’s exterior and interior may be 
several studio blocks apart. 

Unorthodox, too, are the vaults 
and safes used in interior bank 
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scenes. They usually are made of 
wood, but, through expert technique 
of studio painters who simulate 
tough steel doors, they appear invul- FACTS ABOUT AUSTRALIA 
nerable on the screen. 

In scenes requiring actual safe OVER 
combinations, the studio locksmith | 
provides the necessary equipment. 

Most inanimate objects in a bank () 
set, however, are the responsibility 
of the property department. From POPULATION 
the huge property warehouse stocks 
maintained by all studios, the prop 
men can outfit any bank from a city 
bank of today to a country bank of During the last four years, Australia’s population 
the Gay Nineties. has increased by 64% with a consequent expansion 


Historical banks are called ‘“‘char- d d F h h 
acter” banks by set dressers and ol primary and secondary industries. or those who 


prop men, who take as much pride wish to invest in a young and growing country the 


in creating a “character” bank as Bank of New South Wales can give helpful advice. 
We invite you to make our specialist services avail- 
The banks and bankers seen on | able to your customers. 
the screen are the creations of many 
people, of course. 
Actors portray the roles, but the | BANK OF NEW SOUTH WALES 
British & Foreign Department, Sydney, Australia, 
how to say them. The make-up man 
determines their facial characteris- 
tics, the wardrobe man the clothes 
they wear. 
Amusingly, the only time a movie 
banker handles money is on pay-day. 
Thus, it happens only in Holly- 
wood that a “banker” spends the 
morning making loans, giving finan- 
cial advice and conducting bank 


business, picks up his check for the | The banker 
work from the studio paymaster and 


heads for his favorite bank to de- wants to know — 
posit it in his account. 


FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 


about the contingent 
liability created by 
wide differences be- 
tween original and Based on a Policy 


replacement costs — | of Cooperation 
the effect on balance _ =—not Competition 


sheet, profit and | Under the direction of officials with 
loss, and insurance. years of service in this field, assur- 
American Appraisal 
Service furnishes the 


answer. 


Th 
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Company Established 1908 
B 


Over Fifty Years of Service 


“May I make an appointment, please, OFFICES IN PRINCIPAL CITIES 
for 1:15 with Teller No. 10, so I won’t | 


have to wait in line?” 
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Washington 


(CONTINUED FROM PAGE 44) 


by standards provided in the pro- 
gram to the effect that financing 
institutions should extend credit in 
such a way as to help maintain and 
increase the strength of the domestic 
economy by restricting credit for 
nonessential purposes and making 
credit readily available for the es- 
sential needs of agriculture, indus- 
try, and commerce,” the committee 
said in releasing the digest. 

Thus, the digest shows approval 
of loans for such things as the fol- 
lowing: 

For normal seasonal inventory 
accumulation. 

For loans to buy and clean seeds 
necessary for farm reseeding opera- 
tions. 

A seasonal loan for operating 
funds. 

For a machine tool company to 
build a new plant to take care of 
present needs, its present plant be- 
ing “too small and unsuitable for in- 
creased volume and employment.” 

For the construction of a new 
store building by a delicatessen ‘to 
serve a newly developed residential 
area.” 

For improvements to a gas dis- 
tribution system of a public utility. 

For remodeling and _ repairing 
farm buildings. 

For purchase of furnishings and 
equipment necessary to operate a 
dental office for a borrower recently 
graduated from a dental school. 

Unfavorable recommendations 
were made in a number of cases, 
including the following: 

For a loan to a farmer for pur- 
chase of land for lease as an in- 
vestment, the land being already 
in production. 

For the purchase and development 
of land as building lots. 

For payment of a bonus to vet- 
erans of War II. 

For a loan to a municipality for 
acquisition of unimproved land for 
erection of parking facilities. 

For the purchase by a housewife 
of a discounted premium life insur- 
ance contract. 

For the retirement by chain vari- 
ety stores of outstanding preferred 
stock. 

Gov. Oliver Powell reported to the 
mid-November meeting of the Na- 
tional VCR Committee, “satisfactory 
evidences of conformance” with the 
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VCR program by the Home Loan 
Bank Board and the Farm Credit 
Administration. 


Broad Plan to Extend Powers 
Over Farms Shelved for ‘52 


Secretary Brannan’s broad scheme 
to enhance the Department of Agri- 
culture’s powers over the farmer, 
was reported to have run into such 
opposition that the Secretary plans 
to forego attempting to ask Con- 
gress to enact this program. This 
is the program embodied in the De- 
partment’s Family Farm Policy Re- 
view, a 121-page document brimming 
with “recommendations and sugges- 
tions” for additional powers to be 
exercised by the Department, plus 
additional services to be provided 
for farmers through the Depart- 
ment. 

The Department’s ambition to ex- 
tend its credit services was proposed 
in the report, which said: 

“Special credit facilities under the 
Defense Production Act apparently 
are not well adapted to finance fam- 
ily farms, or farm production gen- 
erally. To assure equitable treatment 
for family farms, and in recognition 
of the specialized character of agri- 
cultural production and the fact that 
the Department of Agriculture has 
long had experience in farm credit, 
it is proposed that the responsibility 
for extending credit necessary to en- 
courage the defense production of 
food be vested in the Department 
of Agriculture. Under this proposal, 
cooperative loans would be a re- 
sponsibility of the Farm Credit Ad- 
ministration and direct loans to 
farmers would be made by the 
Farmers Home Administration in 
accordance with the Department’s 
agricultural mobilization program.” 

At another point the report sug- 
gested: 

“Some evidence indicates that 
there is a need for longer-term loans 
than PCA loans but shorter than 
those commonly made by the Federal 
Land banks. The purpose of such 
loans may include, for example, the 
investment involved in shifting from 
one type of farming to another, the 
construction of certain types of farm 
improvements, or the purchase of 
heavy machinery.” 

The report also recommended that 
the Federal intermediate credit 
banks and the production credit 
corporations be removed from con- 
trol by Congress as to their appro- 


priations, and hinted, but did not 
spell out, an upward revision in the 
“normal value” standard which cur- 
rently restricts lending by the land 
banks and the Farmers Home Ad- 
ministration. 

Early in the course of the nation- 
wide consideration of this broad 
scheme, the A.B.A. opposed its farm 
lending features, pointing out that 
the banks were equipped to handle 
adequately the production needs of 
farmers. 

While it is reported that the plan 
as a whole is abandoned, it is a char- 
acteristic feature of governmental 
life that no scheme for the enhance- 
ment of the powers of an agency, 
despite the most decisive opposition, 
is ever abandoned. 

In particular, the banking world 
will need to watch to make sure that 
when the Defense Production Act is 
up for renewal in the 1952 session, 
the Agriculture Department does not 
drive to obtain the power to make 
direct loans of Government money 
to finance farm production. 


Filling Vacancies Postponed 


It seems likely that the President 
will wait until January, or even pos- 
sibly until somewhat later in the 
new session, before proposing to 
Congress the names of individuals 
te fill vacancies on the Board of 
Governors of the Federal Reserve 
System. 

When he does fill these vacancies, 
the President may have two, and 
possibly three, appointments to 
make, One, of course, is the vacancy 
occasioned by the resignation of 
Marriner S. Eccles. Another was to 
be created by the decision of Gov- 
ernor M. S. Szymczak to resign from 
the Board and take an executive post 
with a banking institution. A third 
would be in order when the term of 
Governor Powell expires January 31. 

Governor Powell is chairman of 
the National Voluntary Credit Re- 
straint Committee. If it is decided 
that he should remain temporarily 
on the Board to guide the VCR pro- 
gram, he would simply be asked 
to remain, and a nomination would 
not be made until later. 


Flood Loan Needs Disposed of 
Quickly with Bank Aid 


The greatest share of the demand 
for RFC disaster loans for relief in 
the Kansas-Missouri flood area was 
disposed of quickly, due largely to 
the cooperation of banks. 
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RFC established the policy that 
it would almost automatically accept 
the recommendation of a local bank 
on any application for a loan of 
$5,000 or less, thereby greatly speed- 
ing the making of the disaster loans. 
Most of the demand was met by the 
end of October, and applications for 
loans had begun to dry up. 


OPS Opposes New 
Service Charge Plans 


Nearly 125 banks had applied by 
the middle of November for relief 
from OPS limits on the charges 
which they may make for checking 
accounts, safety deposit boxes, and 
other bank services. These are reg- 
ulated under the price regulation, 
“CPR 24.” 

Officials emphasized that a con- 
siderable proportion of the banks 
which have applied for relief from 
these ceiling price regulations have 
failed to supply the full data re- 
quired on OPS Form 43. Banks must 
individually “justify” their requests 
for higher service charges, accord- 
ing to officials, before they will be 
permitted to boost their charges. 

It was also explained that, where 
the justification satisfies officials, 
OPS may allow boosts only in ex- 
isting plans of service charges. 
Where a bank proposes to institute 
a new plan or scheme of service 
charges, this may not be allowed 
under CPR 34, it was stated. 

Incidentally, the revised manu- 
facturers’ price regulation issued 
earlier last month by OPS, seemingly 
to conform with the terms of the 
so-called Capehart amendment to 
DPA, excluded interest on borrowed 
money as an item of cost which a 
manufacturer could cite in obtaining 
higher price ceilings. 


Banks May Buy Tax Bills by 
Credit to Government Account 


There is considerable thought in 
informed circles that the “tax antici- 
pation” bills which the Treasury 
issued—actually long bills—may be- 
come a regular feature of Treasury 
financing for the next few years. 

Under legislation sponsored by 
Rep. Wilbur D. Mills (D., Ark.) last 
year, corporations will gradually 
boost their payments until they be- 
come current with their income taxes 
in 1954, the same as individuals. 

This means that corporation tax 
payments will be relatively heavily 
concentrated, it was explained, in 
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the March and June quarters. Hence 
the Treasury may in the next few 
years, market conditions being pro- 
pitious, sell long bills to mature on 
these two tax dates. 

While these are “tax anticipation” 
notes, in that they may be used as 
an offset against tax liabilities when 
they mature, they may also be paid 
off in cash the same as any other 
bills. 

With these tax bills, however, 
there is said to be a special feature 
of interest to commercial banks. 
This is that banks may purchase 
them by making a credit to the 


A FINGER ON THE 
PULSE OF THE WORLD & 


clients will have a 
finger on the pulse of the World if 
your correspondent relations in the 
Nation’s Capital are in the hands 
of a banking and trust company 
fully adequate and experienced in 
maintaining complete correspond- 
ent service . . . staffed by those 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


MEMBER FEDERAL RESERVE SYSTEM 


Government’s tax and loan account. 
Banks, after purchasing them, may 
sell them to customers who desire 
to use them for their own tax lia- 
bilities. 


SDPA Cooperates with RFC 


Development of the new Smaller 
Defense Plants Administration, of 
which Brig. Gen. Telford Taylor is 
administrator, is proceeding in close 
cooperation with the Reconstruction 
Finance Corporation. 

RFC has loaned SDPA personnel 
to assist in setting up its organiza- 
tion. The cooperation, however, is 


familiar with every phase of 
Government. 


A Leading Institution 
In the Nation’s Capital 


& TRUST COMPANY 
1Sth St. & Pennsylvania Ave., N. W. 
Washington, D. C. 


Daniel W. Bell, President 


aud Omissions Jusuranuce 
What is it? 


It is insurance designed especially to protect lending institutions 
against loss on mortgaged real property due to error or 
unintentional omission by its officers, employees, or agents, in 
arranging proper insurance coverage. 


The cost is surprisingly low and a new broad form is now 


available. 


Our agent will be glad to explain... write today. 


SA 


GROUP OF 


INSURANCE COMPANIES 


Time Tried and Fire Tested 


The Phoenix Insurance Co. 
Hartford, Connecticut 
The Connecticut Fire Insurance Co. 
artford, Connecticut 
Equitable Fire & Marine Insurance Co. 
Providence, Rhode Island 


Minneapolis Fire & Marine Insurance Co. 


Minneapolis, Minnesota 


The Central States Fire Insurance Co, 
Wichita, Kansas 
Atlantic Fire Insurance Co. 
Raleigh, North Carolina 
Great Eastern Fire Insurance Co. 
White Plains, New York 
Reliance Insurance Co. of Canada 
Montreal, P. Q., Canada 
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THE BANK OF VIRGINIA 


The Bank Wire into our 
Richmond main office is 
“extended” by interoffice 
teletype to our 5 other 
cities. For speed un- 
equaled in Virginia, 

send your 

Virginia items to 

The Bank of Virginia! 


RICHMOND 
PETERSBURG 
NORFOLK 


PORTSMOUTH 
Member Federal Deposit Insurance Corporation 


ROANOKE 


THE TEXAS COMPANY 
IFT 


Consecutive Dividend 


and Extra Dividend 


A regular quarterly dividend ot 
sixty-five cents (65¢) ver share and 
an Extra dividend ot seventy-five 
cents (75¢) per share on the Capi- 
tal Stock of the Company have been 
declared this day, payable on De- 
cember 10, 1951, to stockholders of 
record at the close ot business on 
November 9, 1951. 


The stock transfer books will re- 
main open. 
Rosert FIsHER 


October 26, 1951 Treasurer 


COMMON WEALTS 
COMPANY 


COMMONWEALTH 
INVESTMENT COMPANY 


ESTABLISHED 


1932 
Prospectus describing Company and terms of offer- 


ing may be obtained from Investment Dealers or 
2500 Russ Building, San Francisco 4, California 
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more extensive. The two agencies 
will confer on making loans to “‘small 
business” to finance defense produc- 
tion. 

It is understood that an applicant 


|for credit from SDPA will first be 


referred to RFC. The latter will see 
|if the applicant can qualify for an 
| RFC loan. If the RFC turns down the 
applicant, then SDPA may then de- 
cide whether it desires to provide 
the accommodation out of its $100,- 
| 000,000 fund. 

|Case for Higher Return on 
Loans Presented 


In a conference last month, rep- 
resentatives of the American 
Bankers Association put before 
|Charles F. Brannan, the Secretary 
|of Agriculture, and officials of the 
|Commodity Credit Corporation, the 
| case for revising the return to banks 
|}on CCC commodity loans. CCC has 
been charging 3 percent. The A.B.A. 
| proposed that this be left unchanged. 
Of this rate, one-half has been tradi- 
tionally given to the banks. A.B.A. 
representatives brought out the fact 
that bank costs have risen, as well 
| as interest rates, and suggested that 
a larger share of the 3 percent should 
go to banks which handle these loans. 

The A.B.A. delegation was headed 
by Robert C. Downie, president, the 
Fidelity State Bank of Garden City, 
Kansas, and chairman of a special 
A.B.A. subcommittee on CCC loans. 
He was accompanied by four other 
members of the subcommittee and 
A. G. Brown, deputy manager of the 
A.B.A. in charge of its Agricultural 
| Commission. 


| Fulbright Favors Single 
| Administrator for FDIC 


Senator J. William Fulbright (D., 
Ark.) favors replacing the present 
FDIC Board with a single adminis- 
trator, he has told BANKING. In the 
Senator’s opinion, the case for a 
single administrator for FDIC is 
somewhat similar to the case for a 
single administrator for RFC. 

It was largely due to the efforts 
of Senator Fulbright and his former 
RFC investigating subcommittee of 
the Senate Banking Committee, 
that President Truman was per- 
suaded last spring to abolish the 
former RFC board of directors and 
replace it with a single administra- 
tor, who is W. Stuart Symington. 

The similarity is that both agen- 
cies handle a specified and clear 


A politician is a person you vote 
for who later sends you the bill for 
doing it. 


function which can, in the Senator’s 
opinion, be operated more efficiently 
with a single than with a multiple 
head, he said. 

While Senator Fulbright favors 
this proposition, he is not a mem- 
ber of the Securities Subcommittee, 
which currently is assigned to 
handle FDIC matters. 

Between sessions, the Securities 
Subcommittee staff is studying two 
FDIC matters with a view to report- 
ing when Congress meets in Janu- 
ary. One of these is RFC personnel 
policies. In particular the subcom- 
mittee is questioning FDIC as to 
where its policies square with those 
of the Civil Service Commission. 

The other study is of the pos- 
sibility of changing the FDIC law 
to provide that the two appointive 
directors’ terms shall not expire 
simultaneously, as when the terms 
of Maple T. Harl and H. Earl Cook 
both expired September 5, 1951. 

The subcommittee will make no 
study of the question of whether 
the FDIC should be given statutory 
direction to utilize the procedure of 
liquidation in some cases instead 
of mergers, as a means of discharg- 
ing its deposit insurance liability. 
The subcommittee will make no 
such study despite the fact that a 
dispute between Senator Fulbright 
and Chairman Harl on this question 
was involved in the hearings which 
preceded the belated confirmation 
ef Messrs. Harl and Cook. 


Insurance Reserves for 
Gi Loans Proposed 


Chairman Burnet R. Maybank of 
the Senate Banking Committee in- 
troduced “for study,” and in order 
to obtain the seasoned comments of 
Administration officials, the bill 
which would permit the use of Na- 
tional Service Life Insurance re- 
serves, now around $5.6-billion, for 
making direct VA loans on houses. 
The present GI loan authorization 
is only $150,000,000, but the Defense 
Housing Act permitted this money 
to become a revolving fund. Thus, 
as mortgages might be sold to 
private investors, the funds would 
be used to make new VA loans. 
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Government Bonds 
(CONTINUED FROM PAGE 45) 


maturitiy. Later in the month the market placed a 
value of about 1.60 percent on the issue. 


Too Good to Miss 


Crediting the tax and loan accounts created new 
deposits and was, in effect, a method of acquiring the 
bills on a margin ranging from 14 percent for country 
banks to 24 percent for the Reserve City banks, these 
being the reserves required against the new deposits. 
Because of growing Treasury expenses, calls on the 
tax and loan accounts could be expected, but the gen- 
eral rush to subscribe by the larger and more financially 
sapient banks indicated their expectation that the 
deposits would stay put long enough to be profitable. 

Only $249,000,000 were taken as the result of the 
permitted non-competitive bids limited to $200,000 for 
each subscriber, which seems to indicate considerable 
unawareness on the part of smaller banks of the risk- 
less nature of, and probable profit in, the offering. 

When the final figures were available it appeared 
that about 85 percent of the total was taken by the 
banks so that the financing could hardly be called 
deflationary, but there is every reason to believe that 
the very heavy tax receipts in the first quarter of 
next year will be ample to extinguish these tax antici- 
pation bills on maturity, together with whatever addi- 
tional amount is offered—about $1,000,000,000—to 
mature on June 15—an offering expected but not 
having been made as this is written. 


Open Market Committee Out of the Market 


Except for its interest in the Treasury refinancing 
which was over in the first week, the Open Market 
Committee had little to do during October. The follow- 
ing table compares the Federal portfolio on September 
26 with that on October 31. 

(000,000 omitted) 
9/26/51 10/31/51 Change 
$ 825 $ 310 -—§$ 515 

4,927 12,848 + 7,921 

11,900 5,068 — 6,832 

5,822 5,325 — 497 


Treasury Bills 
Treasury Certificates 
Treasury Notes 
Treasury Bonds 


Totals $23,474 $23,551 +$ 


Just before and during the financing at the first of 
October the total rose to over $24,000,000,000 as ma- 
turing notes were acquired, but thereafter easy money 
conditions permitted some sales of bills in the market, 
and some maturities were not renewed. Also during 
the month corporations continued to be heavy sub- 
scribers for the weekly bill offerings. The near dis- 
appearance of bills from the Federal portfolio is a new 
development. 

The switch from notes to certificates reflects the 
Treasury refinancing operations, while the decline in 
bonds resulted from a further exchange by the Open 
Market Committee of $500,000,000 of the 234 percent 
bonds 1980/75 for an equal amount of 114 percent 
notes maturing in 1956. There are not many more of 
these bonds to be exchanged from the Federal portfolio. 

Once the exchange was out of the way there 
was no change whatever in Federal holdings of certifi- 
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cates, notes, or bonds—ample proof that the market 
was entirely on its own. 


Liquidity, Not Income, the Prime 
Factor in Bank Investments 


The nearly complete disinterest of most commercial 
banks in making much of any change in their Govern- 
ment portfolios with the objective of increasing income 
is due not only to doubt as to whether the market has 
seen its low point, but even more to the great increase 
in the loan totals. The proportion of gross earnings 
now being produced by loans has very greatly lessened 
any need for more income from investments. At the 
same time, the proportion of investments needed for 
secondary reserve protection has had to be increased. 
Loans are risk assets and liquidity of investment is a 
form of insurance. Moreover, the interest return on 
nearly riskless short-term Government obligations has 
risen to a point where insufficient additional income 
can be obtained by any conservative maturity extension 
commensurate with the possible market risk involved. 

The complete change which has taken place in five 
years is illustrated by comparing the percentage of 
total member bank earnings from all sources in 1945 
and 1950. 

1950 
27.4% 

5.7% 
53.7% 
6.3% 
6.9% 


1945 
47.4% 
6.6% 
28.0% 
41% 
13.9% 


From Government securities 
From other securities 

From loans 

From service charges 
Other 


$3,265-mil. $2,102-mil. 


The year 1945 was the peak for Government bank 
holdings. The total held on December 30 was about $78,- 
338,000,000; at the end of 1950 the total was $52,- 
365,000,000. 

Loans were $22,775,000 at the end of 1945 and had 
risen to $78,338,000,000 by last December 30. 

Other securities rose from $6,070,000,000 to $10,- 
355,000,000 in the same period. 

Also in 1945, 91-day Treasury bills had a yield of 
.375 percent and 1-year certificates .875 percent, com- 
pared with today’s 1.60 percent and 1.875 percent 
respectively. 

Developments so far have been quite favorable to 
bank earnings in spite of the fact that 8242 percent 
of their Government issues run off within five years, 
of which over half mature in one year or less. De- 
positors as well as stock holders have cause for satis- 
faction. 


Total earnings 


“«...and I'ma 
little disappointed 
in you, Mr. Clark, 
for not telling me 
I was looking over- 


drawn!” 
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Present-Day Lending 


(CONTINUED FROM PAGE 37) 


are operating on a higher price level 
which means that more dollars are 
needed to handle the same unit vol- 
ume. Unit volume of many com- 
panies is greater. The Federal Gov- 
ernment is collecting its taxes more 
and more rapidly. Fixed assets 
have depleted working capital in 
some instances. The larger taxes 
are leaving relatively less net profit 
per sales dollar with less likelihood 
of net worth growing as rapidly 
through retained earnings. All of 
these can cause larger and more 
permanent reliance upon bank loans, 
with the possible hazards which 
come from heavy debt and from 
loans which are more or less of a 
capital character. 

(6) None of us should overlook 
the effect of the new tax bill upon 
our customers. The higher personal 
income taxes can well reduce the 
debt repayment ability of some of 
our customers. The higher excise 
taxes also can have a declining in- 
fluence upon the sale of some arti- 
cles. We have already referred to 
the lower net profit figure per sales 
dollar and this declining trend will 
be further accelerated by these 
higher tax rates—so high that they 
undoubtedly will affect the debt pay- 
ment ability or debt service ability 
of many companies. 

(7) Lastly, we should not over- 
look the. condition of some of our 
individual borrowers. Many of them 
are increasing debt now which can 
be serviced properly only if the 
present high income is continued. 
Let income decrease and they are 
in trouble. Illustrative of this is 
an individual who already owed a 
full amount of money borrowed to 
purchase stock of the company by 
which he is employed. The curtail- 
ing of this debt and its servicing 
were not too easy. Yet, because of 
social pressure, he acquired, at just 
about the top of the market, a very 
expensive home and increased his 
debt materially. To carry all obli- 
gations today, with his high income, 
results in strain. Should his income 
be cut in any way, he will be in 
trouble. 


Conclusion 


What should we conclude from all 
this ? 
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First, it’s important to remember 
what has happened and what can 
take place. The problems mentioned 
are neither original nor unusual. 
They are commonplace and have 
occurred over and over again. They 
will continue to present themselves. 
Speculation, overtrading, inadequate 
working capital, heavy debt, high 
expense ratios, high break-even 
points, inexperienced management, 
heavy and unbalanced inventories, 
inadequate sales, overoptimism— 
every one of these is familiar to us 
all and was present in similar past 
periods. These are the holes and 
the curves and the road blocks of 
the road ahead. This time we should 
try to learn something from the 
historical record. 

Second, shouldn’t we understand 
that, though our commercial loans 
are to companies, we deal with 
human beings? People and their 
decisions are influenced by economic 
conditions. We should apreciate 
what happens to individuals in pe- 
riods like this. In good times man- 
agement becomes lax, sales and 
collections are easy to make, and 
efforts are relaxed. Expenses rise 
as controls of these are weakened. 
Problems are small or fail to be 
recognized. Economic conditions do 
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“No comaker needed? Listen, are you 
trying to break up our engagement or 
something?” 


influence the behavior pattern, Many 
in positions of importance in man- 
agement today have never known 
anything but a prosperous economy 
and have conditioned their thinking 
to it. Others may have forgotten 
the lessons taught by depression 
periods. 

We also should bear in mind that 
the character element—the integrity 
of management—will be tested to 
a greater extent when a downturn 
sets in, and, as always, there will 
be a minority of those tested who 
will not come through untarnished. 
There are always dishonest folk for 
whom we must be on the alert con- 
stantly, but these are few. The 
strain of adverse conditions is too 
great at times for some who, when 
things are good, are men of high 
character, and it’s for these also 
we must watch. 

Third, now is the time to watch 
our credits closely. We should keep 
our file of statements up to date. 
We must call upon our customers 
and procure as much information 
as we can regarding their condition 
and prospects. We must carefully 
watch business conditions (1) in 
each borrowing company, (2) in its 
industry, and (3) in national and 
international affairs. It is advisable 
to review our credits on some auto- 
matic and constant basis. 

Lastly, we must reconsider our 
present loan policies and adjust 
them to present-day conditions. Our 
credit policies today should be 
stricter—more conservative than 
they have been for some time. We 
should watch interest rates. We 
must hold our customers to intelli- 
gent and more rapid repayment 
schedules. We should weed out the 
strictly speculative borrowing and 
carefully watch capital loans of any 
nature. Cooperation with the Volun- 
tary Credit Restraint Program is 
most appropriate and we should 
follow the spirit as well as the 
letter of the program. 

There are problems ahead for us 
all. They will be inf our new as well 
as in our present loans. Each 
strained credit situation may be 
different but its characteristics will 
conform in all likelihood to the old, 
old pattern. If we know the probable 
nature of the difficulties ahead, we 
can prepare for them to some de- 
gree. The vigilant, intelligent lend- 
ing officer will be rewarded through 
a more favorable loss experience. 
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tion of the Consumer Credit Com- 
mittee. 


While not technically consumers’ 
goods, heavy equipment was repre- 
sented at this meeting because it is 
financed on an instalment basis. 
Virgil B. Grant, treasurer of the 
Caterpillar Tractor Company, Peoria, 
Illinois, commented on that organ- 
ization’s experience. He said: “Most 
of the inventory financing for our 
dealers is currently being handled 
by banks on an open line basis. . . . 
Banks have done a fine job in financ- 
ing our dealers. However, some 
dealers will outgrow their banks, 
and it will be necessary for certain 
dealers to go to larger banks or 
for the local banks to make arrange- 
ments for overlines or a participa- 
tion arrangement with a city cor- 
respondent.” 


The Trailer Story 


Present at the final session of the 
committee were: E. L. Wilson, man- 
aging director, and William Welsh, 
financial consultant, of the Trailer 
Coach Manufacturers Association, 
Chicago, Illinois. 

Their story was fascinating and 
in the American tradition. The 
trailer industry, as it was once 
called, was originally the manufac- 
turer of small trailers to be used 
for vacations. Today it is an en- 
tirely different business. It is mobile 
housing, used today by more than 
one and one-half million Americans. 

The growth of the industry can be 
seen from the following figures: In 
1930 sales amounted to $1,300,000; 
in 1939, $10,000,000; in 1947, $146,- 
000,000; and in 1950, $216,000,000. 

From small trailers selling for 
$1,000 to $1,500, the industry has 
progressed today to trailers with 
models ranging from $2,800 to 
$7,500. The modern mobile home in- 
cludes furnishings, refrigerator, 
range, water heater, automatic heat- 
ing equipment, baths, and toilets. 

The war and the housing short- 
age have contributed substantially 
to the evolution and the progress 
of this industry. In 1950 about 45 
percent of those living in trailer 
coaches were using them as tem- 
porary housing. The second largest 
group was the “mobile occupation 
group,” accounting for 35 percent. 
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The third largest group of mobile 
home users last year was composed 
of retired people. They used about 
15 percent. 

From 80 to 90 percent of the 
owners of mobile homes use them 
for year-round residences. The mo- 
bile home is extremely popular with 
military families. Many Army, Air 
Force, and Navy bases in this coun- 
try have established trailer parking 
facilities for mobile homes owned 
by military personnel. For the man 
in uniform and his family, mobile 
housing means immediate housing. 
His family can accompany him from 
post to post. 

National defense has also stepped 
up the demand for trailer coaches. 
They are widely used by construc- 
tion workers and defense plant 
workers in areas where new plants 
have been established and housing 
is not available. 

Another use of mobile housing is 
in disaster relief. For example, 
in the recent Kansas flood, bottom 
land homes were inundated and it 
was necessary to secure shelter im- 
mediately. The Government turned 
to the trailer coach industry, and 
with emergency funds provided for 
housing, more than 1,000 mobile 


“Hey, Mort! Next time Mrs. Seldon calls 
tell her Mr. Seldon’s been in.”’ 


homes were purchased. In a matter 
of days they were moving over the 
highways to Kansas. 

While the committee found the 
story of the development of the 
trailer coach industry extremely in- 
teresting, it was agreed by all mem- 
bers of the committee that this in- 
dustry has not reached a point of 
stabilization. It is still in the 
pioneering stage. The ultimate use 
of mobile homes has not been fully 
determined, and many problems yet 
remain. In view of these facts, the 
committee felt that extreme caution 
should be exercised by banks financ- 
ing the purchase of trailers. 

All the manufacturers’ representa- 
tives present expressed the opinion 
that this meeting was very en- 
couraging to them, and they felt 
that a long step had been taken 
toward a greater degree of coopera- 
tion between the manufacturers and 
banks in the financing of consumers’ 
durable goods. 


Summary 


Paul Welch, chairman, in sum- 
marizing the meeting, outlined the 
following points: (1) Consideration 
should be given to a national clear- 
ing house for manufacturers on in- 
stalment financing through banks. 
(2) A uniform wholesale repurchase 
agreement should be developed. (3) 
A secondary market for smaller 
banks should be explored. (4) An 
educational program should be car- 
ried on to emphasize the necessity 
to smaller banks of charging ade- 
quate rates to provide proper ser- 
vice. (5) Consideration should be 
given to the preparation of a manual 
on truck financing. (6) An explana- 
tion of the Voluntary Credit Re- 
straint Program should be made 
to manufacturers, distributors, and 
dealers. (7) Bank supervisory au- 
thorities should be furnished with 
adequate information so that they 
will be in a position to evaluate 
properly this type of credit in 
banks. 

The members of the committee 
felt that real progress had been 
made, but that a tremendous job 
lies ahead if banks are to finance 
soundly and efficiently the large 
volume of consumers’ durable goods 
necessary to maintain our economy 
en a high level. 
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Fast, Efficient, Service 


Plus Friendly Counsel 


Bankers throughout the Nation and 
the Southeast have learned that the 
"Friendly Fulton" National Bank of 
Atlanta not only renders fast and 
efficient service on all routine cor- 
respondent items, but also stands ever 
ready to render friendly, personal 
advice and counsel on their specific 
problems as well as those of their 


customers Operating in this area. 


Over 40 years of banking experi- 
ence is at your disposal. Call on The 
Fulton National Bank of Atlanta for 
the extra and unusual in corre- 
spondent banking service. 
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| the middle of last summer. The book | 
| was prepared by the Institution’s | ‘ 


| Other Books 


| old one. 
| especially with forms. The author 
| is professor of accounting at North- 


| ANALYSIS. By Paul A. Samuelson. 
| McGraw-Hill, New York, 746 pp. $5. 
| The new second edition of a text by 
| the professor of economics at Massa- 


| PORATE MERGERS. By J. Keith But- 


“You'd have less worries if you used 
STANDARD Cartridge Cointainers.” 


A Complete Line of Money Wrappers 


STANDARD PAPER GOODS 


| ters, John Lintner, William L. Cary, | 
| assisted by Powell Niland. Harvard 


| of a series on taxation’s effects on 
| business. 


Books 


Major Problems of United States | 
Foreign Policy: 1951-1952 
The Brookings Institution, Wash- | 
ington, D. C. 451 pp. $3.50 cloth- | 
bound, $1.50 paper bound. 


Firtu in a series of annuals deal- 
ing with our foreign policy prob- 
lems, the present book surveys the | 
world situation, recounts the funda- | 
mental objectives of the U.S.A., | 
Britain and the U.S.S.R., and re- | 


| views the major matters that con- 


fronted our State Department as of | 


staff. 


ACCOUNTING SYSTEMS: PROCE- 
DURES AND METHODS. By Cecil Gilles- | 
pie. 794 pp. $8.65. How to install a 
new accounting system or revise the 
Extensively illustrated, 


western University. 


Economics: AN INTRODUCTORY 


chusetts Institute of Technology. 


EFFECTS OF TAXATION ON COR- 


Graduate School of Business Admin- | 
istration, Boston. 356 pp. $4.25. One 


CUMULATIVE VOTING FOR DIREC- 
TORS. By Charles M. Williams. Har- | 
vard Business School, Boston. 185 
pp. $3. The history and technical 
problems of cumulative voting for | 
directors, and evidence on how it | 
works out in practice, from the 


the greatest album 
ever published eee 


MASTER GLOBAL 
STAMP ALBUM 


>.>. 


1250 pages in all! Space for 
55,951 stamps, over 23,000 il- 
lustrations, historical and geo- 
graphic descriptions, stamp 
identifier and full-color maps. 
Supplements annually! Order 
Master Global Collectors 
Outfit and get Album plus 
2000 different stamps, 4000 
hinges, flags of the world, coats 
of arms, large magnifying glass, 
historical stamp packet, stamp 
tongs, perforation gauge, pock- 
etstock book and "Howto Build 
a Stamp Collection." . . . . $25 


Write to: 
GIMBEL BROTHERS 
Philadelphia 5, Pa. 


SEALS BY PRESSURE 
NO MOISTENING... 


THE NEW WAY 

Actual stop watch checks 

33g SECONDS the sealing speed 
apese agains 

with the new 

STYX. ORY Bil Strap. Seals 

by pressure, no moistening, 

no mess. Retains adhesive- 

ness for years. In Colors for 

different denominations. 

Made of choice brown Kraft. 


L. DOWNEY 


THE OLD WAY 
7 SECONDS 


HANNIBAL, MISSOURI 


viewpoints of stockholders and man- | 
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MANUFACTURING COMPANY 
WORCESTER 8, MASS. 
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Revenue Act of 1951 


(CONTINUED FROM PAGE 42) 


vision is effective only in respect 
to taxable years beginning after 
October 31, 1951. 

Income of $600 or over disquali- 
fies a dependency exemption, where- 
as $500 was the previous limit. 

Amendments to 1951 declarations 
are not required if the underesti- 
mate is due solely to increased rates 
under the 1951 Act. 

Effective with taxable years be- 
ginning after October 20, 1951, 
capital gain and loss provisions are 
materially altered. Long-term and 
short-term gains and losses must 
be offset, dollar for dollar, thus end- 
ing the offset of the $1 short-term 
loss against the $2 long-term gain. 
The mechanics are rather confus- 
ing. Assuming long-term gains ex- 
ceed short-term losses, the proce- 
dure is as follows: (1) All capital 
gains and losses are computed and 
the net gain is included in gross in- 
come; (2) a deduction is claimed for 
50 percent of the excess of the net 
long-term gain over the net short- 
term loss; (3) the tax is computed 
at the regular rates; (4) an alterna- 
tive tax is computed on regular in- 
come, including no part of the net 
capital gain at regular rates, and 
is increased by 26 percent of the ex- 
cess of the net long-term gain over 
the net short-term loss; (5) the 
final tax is the lesser amount com- 
puted under (3) or (4). The capi- 
tal loss deduction is allowed only to 
the extent of capital gains plus the 
smaller of (1) $1,000 or (2) net in- 
come (or adjusted gross income in 
case the short form return is used) 
computed without regard to capital 
gains and losses with a 5-year carry- 
over of the non-deductible amount 
as formerly but 100 percent of the 
long-term loss is used in lieu of 50 
percent. 


New Section Added 


A new section has been added to 
provide that the sale of land with 
an unharvested crop will be taxed 
as a long-term capital gain if the 
land was used in a trade or business 
and was held for more than six 
months. Under former law, some 
court decisions had held that the 
portion of the proceeds properly al- 
locable to an unharvested crop rep- 
resented ordinary income. This 
amendment applies to taxable years 
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beginning after December 31, 1950. 

Sales of livestock (not including 
poultry) held for draft, breeding, or 
dairy purposes, regardless of age, if 
acquired 12 months prior to date of 
sale, will be treated as capital gains 
under Section 117(j) as property 
used in a trade or business. The old 
question as to which animals are 
held for draft, breeding, and dairy 
purposes and which are held pri- 
marily for sale to customers in the 
ordinary course of business remains 
unanswered. The amendment ap- 
plies to taxable years beginning 
after December 31, 1950, except that 
the 117(j) definition is retroactive 
to 1942. 


Sale of Residence 


After several abortive efforts in 
past years, there is finally enacted 
a provision to eliminate the tax lia- 
bility resulting from the gain on the 
sale of a personal residence when 
the proceeds or an _ equivalent 
amount are invested in a new resi- 
dence within a year prior to or sub- 
sequent to the sale. In the event a 
new residence is constructed, con- 
struction must start within one year 
prior to or subsequent to the sale 
and the new property must be used 
as a residence within 18 months 
subsequent to the sale. The adjusted 
tax basis of the new residence is re- 
duced by the gain not recognized 
upon the sale of the old residence. 
The amendment applies to taxable 
years beginning after December 31, 
1950. Apparently the regulations, 
not yet issued, must explain how a 
transaction is to be handled when 
a sale has been consummated but no 
new residence acquired at the due 
date of a return. 

In computing the medical deduc- 
tion, all taxpayers have previously 
been required to eliminate that part 
of medical expense equal to 5 per- 
cent of adjusted gross income. Un- 
der the new law, the 5 percent re- 
duction factor is not required where 
the taxpayer or his spouse has at- 
tained the age of 65 at the close of 
the year; however, if the expense is 
for the care of a dependent, the 5 
percent limitation factor remains as 
it does for taxpayers where neither 
spouse has reached the age of 65. 
The limitation as to the maximum 
deduction remains unchanged ($1,- 
250 per exemption claimed, not in- 
cluding the “blind” and “over 65” 
exemptions, but limited to $2,500 on 


a separate return and $5,000 on a 
joint return). 


Corporations 


The corporate normal tax rate is 
increased from 25 percent to 30 per- 
cent for taxable years beginning 
after March 31, 1951. For calendar 
year 1951, a rate of 2834 percent 
applies and fiscal year taxpayers 
must compute the tentative tax at 
the two rates (for certain tax years, 
three rates) and follow the custom- 
ary proration procedure. The sur- 
tax rate remains at 22 percent with 
a $25,000 exemption, and the excess 
profits tax rate at 30 percent. Un- 
der former law, a maximum com- 
bined income and excess profits tax 
rate of 62 percent of excess profits 
net income existed; under the new 
law, the ceiling is established by 
providing a maximum rate for the 
excess profits tax of 18 percent of 
excess profits net income (before de- 
duction of excess profits credit) for 
taxable years beginning after March 
31, 1951, and 17% percent for cal- 
endar year 1951. The new ceiling is 
equivalent to a 68 percent maximum 
for the calendar year 1951 as com- 
pared to the old 62 percent maxi- 
mum, and a 70 percent ceiling for 
years beginning after March 31, 
1951. The ceiling rate may be lower 
on “new corporations” as discussed 
under the excess profits tax section. 

Income tax returns of corpora- 
tions for taxable years ending after 
March 31, 1951, but before October 
1, 1951, must be filed by January 15, 
1952, the first instalment (30 per- 
cent) of tax falling due at such time. 
All returns previously filed for this 
group are, in effect, void and new 
returns are required. 

The alternative tax on long-term 
capital gains is increased from 25 
percent to 26 percent on corpora- 
tions for taxable years beginning 
after March 31, 1951. There is no 
proration of the 25 percent and 26 
percent factors on capital gains, and 
either one or the other rate applies, 
depending on the taxable year. 

Under the 1951 Act, certain mu- 
tual savings banks, loan associa- 
tions, and cooperative banks are 
made subject to income tax, but not 
excess profits tax, for the first time. 
Deductions are authorized for divi- 
dends paid or credited to members’ 
accounts and repayments on certain 
loans made prior to September 1, 
1951, and liberal bad debt reserve 
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deductions are available; the unfair 
competitive position with banks was 
merely recognized with nothing of 
importance accomplished. Coopera- 
tives are likewise subject to income 
tax, but not excess profits tax, for 
the first time; but they may deduct 
dividends paid on capital stock and 
amounts allocated to patrons from 
income not derived from patronage, 
whether paid in cash, merchandise, 
capital stock, letters of advice, or 
one of several other methods. The 
estimated yield on these new taxes 
is rather insignificant. 


Excess Profits Tax 


Amendments to the excess profits 
sections of the Code are, with few 
exceptions, retroactively applicable 
to the beginning of our present ex- 
cess profits period or July 1, 1950. 
Where a different retroactive or ap- 
plicable date is involved, specific 
mention is made hereafter. Many 
taxpayers will find they owe addi- 
tional tax for past operations, and 
refund opportunities are available 
to others. 

The basic excess profits tax rate 
remains at 30 percent, but a new 
corporation is provided with a lower 
maximum rate during its first five 
taxable years on income up to $300,- 
000 at the respective rates of 5 per- 
cent, 5 percent, 8 percent, 11 per- 
cent, and 14 percent. Except for the 
new corporation provision, the maxi- 
mum rate on excess profits net in- 
come (before excess profits credit) 
is 18 percent for years beginning 
after March 31, 1951 (1714 percent 
for calendar year 1951). 


Excess Profits Credit 


As of July 1, 1951, the excess 
profits credit based on income will 
be computed at the rate of 83 per- 
cent in lieu of 85 percent. Prora- 
tions based on the days in the tax- 
able year before and after July 1, 
1951, are required for fiscal year 
taxpayers, while calendar year tax- 
payers will use 84 percent for 1951. 

Taxpayers starting business since 
July 1, 1945, should review the 
rather technical amendments pro- 
viding relief for new corporations. 

Of particular interest to banks is 
a change in handling inadmissible 
assets involved in the computation 
of the net capital addition or reduc- 
tion factor. The section applies only 
to banks and can perhaps be ex- 
plained best by example. Assume a 
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bank has a net capital addition of 
$50,000, a $200,000 increase in total 
assets, and a $60,000 increase in in- 
admissibles. Under former law, the 
capital addition was a negative 
amount of $10,000 ($50,000-$60,- 
000). Under the present law, a plus 
amount of $29,000 results ($50,000 
—25 percent (50/200) of $60,000). 
The provision is operative only when 
the increase in total assets exceeds 
the net capital addition before the 
inadmissible asset adjustment. A 
similar provision applies in a case 
where there is a decrease in total 
assets and inadmissible assets and 
the decrease in assets is greater 
than the net capital reduction be- 
fore inadmissible asset adjustment. 

For base period capital additions, 
in lieu of subtracting total inad- 
missible assets from equity and 
borrowed capital which frequently 
resulted in a negative answer, the 
inadmissible asset adjustment will 
be determined by multiplying the 
equity and borrowed capital by the 
ratio of inadmissible assets to total 
assets as of the first day of the 
taxable year. For example, assume 
equity and borrowed capital of 
$100,000 and $120,000 at the be- 
ginning and end of 1948, inadmiss- 
ible assets of $150,000 and $180,000, 
and total assets of $1,500,000 and 
$1,800,000. Under former law, the 
net capital addition was a negative 
$10,000; under present law, the net 
capital addition is $18,000. ($120,- 
000-18/180 of $120,000 or $108,000 
minus $100,000-15/150 of $100,000 
or $90,000.) This amendment is 
mandatory for years beginning after 
October 20, 1951, and optional for 
early years. Another new section 
states that negative capital addition 
amounts, as illustrated above, are 
to be considered zero. 

Security dealers are permitted, 
under the new law, to consider tax- 
exempt and partially tax-exempt 
bonds held primarily for sale to 
customers in the ordinary course of 
business as admissible assets, if the 
interest thereon is included in ex- 
cess profits net income. 


Miscellaneous Provisions 


Net operating loss provisions have 
been amended to permit 1948 and 
1949 losses to be carried forward 
three years instead of two. Of par- 
ticular interest to taxpayers with 
flood losses is a new provision which 
permits the deduction of casualty 


losses on personal property in the 
computation of the net operating 
loss deduction for taxable years 
ended after December 31, 1948. 

The new law does not include any 
provision for withholding on in- 
terest, dividends, and royalties, but 
a new wage withholding table is in- 
cluded, based on a 20 percent rate in 
lieu of the old 18 percent rate com- 
putation, for wages paid after Oc- 
tober 31, 1951. Information returns 
on interest payments, formerly man- 
datory when the $600 condition was 
met, may now be required on all in- 
terest payments. 

A new provision requires ordinary 
gain treatment in lieu of capital 
gains on sales of depreciable prop- 
erty at a gain between spouses and 
to controlled corporations, and is 
effective for transactions after May 
3, 1951, and to taxable years ending 
after April 30, 1951. 


As to Banks 


Banks will find little cheer in the 
Revenue Act of 1951. The Excess 
Profits Tax Act of 1950 permits a 
credit on invested capital of 12 per- 
cent on the first $5,000,000, 10 per- 
cent on the second $5,000,000, and 
8 per cent on the excess before the 
excess profits tax applies, but the 
normal tax and surtax of 52 percent 
must yet be paid. Thus, the net 
earnings of larger banks were 
limited to about 4 percent by 2 
previous law and the relief provi- 
sions of the Revenue Act of 1951 
do not seem to recognize this basic 
inequity. A high base period earn- 
ings level helps many industries; a 
highly fluctuating base period earn- 
ings level often permits the use of 
a credit considerably in excess of 
average earnings; large borrowed 
capital credits provide greater earn- 
ings per dollar of equity capital for 
railroads, utilities, and others; while 
the efficiently managed bank with a 
consistent growth has no relief from 
the 4 percent maximum earnings 
position. Congress recognized the 
problem of the new corporation and 
extended relief. An equitable tax 
based on excessive profits is a diffi- 
cult matter, but an adequate presen- 
tation of facts to Congress would 
seem to demonstrate clearly the in- 
equity in the incidence of this tax 
on the banking industry. Tax re- 
lief by legislation will be obtained 
only through a positive course of 
action on the part of banks. 
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Efficient Services in Colombia 


Oldest established and largest 
bank in Colombia 
50 BRANCHES 


Special attention to collections 


Accurate and dependable 
credit information service 


Total Assets: 


MORE THAN $269 MILLION PESOS 


Colombian Imports from United States: 
1947: US. $ 216.000.000 
1948: US. $ 197.000.000 
1949: US. $ 175.875.095 


ty 


1950: US.$ 228.181.724 


MARTIN DEL CORRAL, 


Ecuador 


PRESIDENT 


Ey) BANCO DE BOGOTA 


ESTABLISHED 1870 


Aetna Life Affiliated Companies 
Allison Coupon Company, Inc. 
American Appraisal Company 
American Business Systems 
American Express Company 


American Mutual Liability Insurance Com- 
pany 


American Radiator & Standard Sanitary Cor- 
poration 


American Security and Trust Company, Wash- 


Banco Comercial Antioqueno 
Banco de Bogota .......-+ 


Bank Building and Equipment Ca 
of America 


Bank of America N. T. & S. A., San Randsbens 
Bank of Montreal 

Bank of New South Wales...........++++ 
Bank of Nova Scotia 

Bank of Virginia, Richmond 

Bankers Trust Company, New York 
BANKING’s Forum in Print 
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Continental Illinois National Bank and Trust 
Company of Chicago 
Curtis 1000 Ine. 


Deluxe Check Printers, Inc. 

14, 
Doane Agricultural Service, Inc. 

Downey Company, C. L. 


Fifth Third Union Trust Company, Cincinnati 
First National Bank of Chicago 

First National Bank of Oklahoma City 

Fort Worth National Bank 


General Electric Company 
Gimbel Brothers 


Geodrich Company, The B. F. (Flooring Di- 
vision) 


Gray Manufacturing Company, The 


Hammermill Paper Company 
Hanover Bank, The, New York 
Herring-Hall-Marvin Safe Company 


BOGOTA, COLOMBIA 


BANKING’S ADVERTISERS 


National Bank of Detroit 

National City Bank of Cleveland 

National City Bank of New York 

National Shawmut Bank of Boston 

National Union Fire Insurance Company... 
New York Terminal Warehouse Company... 
New York Times, The 


Peoples First National Bank & Trust Com- 
pany, Pittsburgh 


Phoenix Insurance Company. Inc. 
Pittsburgh Plate Glass Company 
Public National Bank & Trust Company, 


Ralston Purina Company 


Recordak Corporation (Subsidiary of East- 
man Kodak Co.) 


Remington Rand, Inc. 


Safeway Stores, Inc. . 


Seudder Fund Distributors, 
Stevens & Clark) 


Security-First National Bank, Los Angeles. . 


Home Insurance Company Sikes Company, Ine., The 


Inserting and Mailing Machine Company... 4 Standard Paper Geeds Manufacturing Com- 
International Business Machines Corporation 113 
International Harvester Company 


Cover Ill Texas Company, The 
Investors Diversified Services, Inc. 


Central-Penn National Bank, Philadelphia. . 
Chase National Bank of the City of New York 
Christmas Club, A Corporation 


Citizens National Trust & Savings Bank of 
Los Angeles 


Clark Company, The 

Coast Book Cover Company 
Commerce Clearing House, Ine. 
Commonwealth Investment Company 


Union Pacifie Railroad 
United Film Service 
Cover Iv _ United States Fidelity & Guaranty Company 


Kennedy Sinclaire, Inc. 


La Monte & Son, George 
Lendon and Lancashire Insurance Company 118 Valley National Bank, Phoenix 


Vantage Press, Inc. 


McGraw-Hill Publishing Company, Inc. Victor Adfing Machine Company 


Mercantile Trust Company, St. Louis 


Merrill Lynch, Pierce, Fenner & Beane .... Weston Company, Byron 
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The OUTLOOK 


and Condition of Business 


(CONTINUED FROM PAGE 33) 


fined dangers. It wanted to be alone, away from it all. 
Today it is afraid of these same things but has dis- 
covered there is no place to go. 

Whether all this impressive progress backward could 
have been avoided is a question that will never be 
answered. The question business is trying, for its own 
survival, to answer today is how to remedy or mini- 
mize the consequences of the last 20 years. 

Out of 50 recent discussions of the business outlook 
by business leaders and economists, selected at random, 
50 of them mentioned inflation as the chief long-term 
danger ahead of us. One of the best discussions of 
this subject was recently presented in a speech at 
Toronto, Canada, by Carrol M. Shanks, president ot 
the Prudential Insurance Company of America. Within 
the space allowed for this summary it is impossible 
to give more than a small sample of his thought, 
emphasizing the responsibility of business leaders for 
the prevention of an inflationary collapse. With space 
limitations in mind, the gist of his argument appears 
to be about as follows: 


When you have increasing costs of labor and raw ma- 
terials together with high consumer spending power, you 
have the basic elements of inflation. . 

Many groups have already experienced the destructive 
effects. Fixed-income families, pensioners, civil service 
workers, people living on the proceeds of life insurance 
or interest on investments—and in this last category 
are hundreds of thousands of widows in addition to the 
people customarily regarded as “rich”—all these are in 
the difficult position of watching inflation melt away 
their incomes. The typical wage earner has the ad- 
vantage that at least his income increases during infla- 
tionary periods. He may be losing the race, but at least 
he is running it. Fixed-income people have nothing to 
compensate for the depreciation of the dollar. The plight 
of this large body of people is becoming dangerous, and 
by the end of 1952, it may become critical... . 

Business leaders must realize that if anything is going 
to be done about inflation, if anything is going to be 
done concretely to save our institutions, to relieve the 
plight of the fixed-income families, and to preserve the 
typical American family as a good consumer and good 
citizen—the business leader is going to have to 
start it.... 

The inflation now bedeviling us has been with us 
for about 20 years. At first, its progress was so slow 
as to be almost imperceptible. But the groundwork that 
was laid two decades ago was solid. Inflation has deep 
and firm roots. In the 1930’s, as the economic control of 
the country was moving to Washington, deficit spending 
became the order of the day. Bolstered by the Keynesian 
idea that low interest rates stimulate economic activity, 
deficit spending has been continued even during the 
periods of great prosperity. ... 

Labor leaders decry inflation and blame _ business. 
Farm leaders decry inflation and blame labor. The Gov- 
ernment decries inflation and blames Wall Street. A 
large percentage of the people decry inflation and blame 


136 


virtually everyone, particularly the Government. . . 

But labor won’t change its point of view unless, or 
perhaps even if, business does. Business sees no point 
in changing its point of view until labor does. The 
farmer won’t change his point of view because it would 
mean the end of subsidies. The Government won’t change 
its point of view because it would cost votes and might 
jeopardize other plans. 

Somebody must end this round robin of buck passing. . 

There are many things that the Government could do 
to slow the progress of inflation. They have been 
pointed out over and over again. In the matter of effect- 
ing economies, for example, which is perhaps the most 
painless thing the Government could do, the Hoover Com- 
mission has made actual blueprints—but the Govern- 
ment has seen fit to do very little about them and prob- 
ably will not do very much more about them. It is 
most unlikely that the Government will bestir itself to do 
what it can do, and only it can do, to stop the spiral. We 
know that we can never best the forces of inflation as 
long as labor keeps asking for more money with which to 
bid high prices still higher. But labor leaders—and 
workers—are unlikely to change their pattern. It seems 
obvious to them that, if things cost more, workers need 
more money to buy them with. So we must face up to 
the fact that labor is not going to take the initiative in 
stopping the ravages of inflation nor even in doing what 
it can to slow down its pace. 

Farm groups have been extremely vocal in warning 
about inflation. They are certain that business, labor 
and the Government are at fault. To them price sup- 
ports, which have proved to be a built-in inflationary 
device, are simply a matter of economic necessity, with- 
out which the plight of the farmer would be insufferable. 
So it is unlikely that the farmer will come forward with 
concrete action. 

The great mass of people can’t do much about the situ- 
ation for obvious reasons, although saving and re- 
strained spending on their part will help greatly. But 
what about business? ... 

Business leaders should accept leadership, and set out, 
first, to encourage the Government to tie necessary new 
military expenditures so far as possible to reduction in 
costs elsewhere in the Government. 

We should also encourage private enterprise, where it 
can, to carry on many operations now performed by the 
Government—for example, financing housing, supplying 
capital to small business, creating such sound health 
and welfare plans that the Government can’t find a rea- 
son to do the job. Only by such action can we hope to 
keep the Federal budget within reasonable bounds and 
help to reverse the trend of Government encroachment in 
the fields of business that private enterprise can serve 
more efficiently. 
One can search the huge and growing library on in- 

flation from A to Z and the remedies all reduce in es- 
sence to one—public opinion must be lined up against 
inflation. The most effective way public opinion ever 
had to express itself on the matter was through some 
form of gold redeemability and that way has been 
closed. 

R, KUHNS 
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